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ECONOMY  POSSIBILITIES  OF  REGIONAL  COORDINATION  PROJECTS 


In  the  search  for  improvements  in  railroad  operat- 
ing methods,  equipment,  service,  and  rates  which  would 
eliminate  unnecessary  expense  or  add  to  revenues,  the 
Coordinator  at  the  outset  divided  the  work  into  two  parts. 
A  central  staff,  located  at  Washington,  was  placed  in 
charge  of  the  work  which  is  not  localized,  but  of  country- 
wide importance.   Thus,  the  Section  of  Transportation  Ser- 
vice has  been  studying  broadly  the  methods  of  handling 
merchandise  traffic,  passenger  traffic,  and  freight  traf- 
fic, including  the  methods  of  selling  the  service  to  the 
public.   The  Section  of  Purchases  has  been  exploring 
standardization  and  reduction  of  the  number  of  types  of 
equipment  and  of  many  kinds  of  materials  and  supplies, 
and  many  phases  of  purchasing  methods.   The  Section  of  Car 
Pooling  has  been  studying  plsins  for  the  pooling  of  joint- 
ly-used cars,  and  similar  topics.   A  regional  staff,  how- 
ever, with  offices  located  at  New  York,  Chicago,  and 
Atlanta,  has  been  studying  the  possible  economies  in  op- 
eration which  are  lobalized  to  particular  places,  lines, 
cxr  territories,  such  as  terminal  unification,  joint  use 
of  various  facilities,  and  the  like. 

This  regional  staff,  so  far  as  operating  matters 
are  concerned,  is  now  in  charge  of  V.V.  Boatner,  Director 
of  Regional  Coordination.   In  view  of  many  inquiries  as 
to  these  regional  studies,  a  progress  report  by  Mr. 
Boatner,  outlining  a  major  portion  of  the  work,  is  here- 
with submitted. 

It  will  appear,  from  a  reading  of  this  report, 
that  much  of  the  work  has  been  directed  to  the  economies 
in  operation  which  are  possible  through  the  unification 
or  joint  use  of  facilities  in  terminal  districts  served 
by  two  or  more  railroads.   Committees  of  carrier  officials 
have  been  making  surveys  of  these  possibilities  through- 
out the  country,  and  Mr.  Boatner *s  report  indicates  the 
nature  of  these  surveys.   The  regional  staff  of  the  Co- 
ordinator has  been  in  touch  with tthem  all,  and  has  assumed 
direction  of  some  of  them.   In  addition  to  checking  the 
reports  and  statistics,  it  has  made  examinations  on  the 
ground,  and  as  a  result  of  this  supervision  the  reports 
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have  frequently  been  revised  to  cover  additional  oppor- 
tunities for  economies.   Many  of  the  reports  have  been 
completed,  but  some  of  the  more  important,  notably  at 
Chicago,  are  still  in  course  of  preparation. 

As  shown  in  the  Boatner  report,  the  estimates  of 
economies  in  completed  surveys  now  total  something  like 
$25,000,000,  and  it  is  believed  that  the  final  total  will 
be  as  much  as  $50,000,000.   It  is  also  believed  that  this 
amount  could  be  increased  greatly  if  coordination  were 
extended  beyond  the  terminal  districts  along  lines  indi- 
cated in  the  report.   The  adverse  affect  of  present  costs 
upon  charges,  as  in  the  Chicago  switching  district,  is 
pointed  out,  as  well  as  the  possibilities  of  increased 
traffic  and  employment  if  these  charges,  and  similar 
charges  throughout  the  country,  could  be  reduced. 

The  restrictions  upon  reduction  in  railroad  em- 
ployment, contained  in  Section  7  (b)  of  the  Emergency 
Railroad  Transportation  Act,  1933,  have  been  an  obstacle 
in  the  way  of  carrying  these  terminal  coordination  proj- 
ects into  effect;  but  it  has  been  evident  from  the  begin- 
ning that  there  are  other  obstacles  as  well,  and  these 
are  described  at  length  in  the  Boatner  report.   If  the 
terminal  facilities  were  the  property  of  a  single  rail- 
road system,  the  coordination  proposed  would  be  a  simple 
matter  to  accomplish.   Instead,  they  are  owned  by  sepa- 
rate and  competing  companies,  and  as  a  rule  some  of  these 
companies  are  better  entrenched  in  the  terminal  district 
than  others  and  think  that  they  have  a  strategic  advantage 
in  the  location  of  their  freight  houses,  team  tracks,  or 
industrial  sidings.   Notwithstanding  that  terminal  unifi- 
cation would  reduce  aggregate  expense  materially,  these 
favorably-located  companies  fear  that  the  result  would  be 
loss  of  competitive  advantage  and  seek  compensation  for 
such  loss  if  it  is  to  occur.   There  are  also  difficulties 
attendant  upon  the  formation  of  a  terminal  company  to 
conduct  the  unified  operations,  the  transfer  of  property 
to  it,  and  determination  of  the  method  of  its  operation. 

Some  railroad  executives  have  felt  that  even  if 
there  were  no  restrictions  upon  reduction  in  employment, 
these  other  obstacles  would  be  insuperable.  They  do  not 
believe  that  the  carriers  concerned  can  reach  a  voluntary 
agreement,  or  that  the  Coordinator  could  draft  an  order 
which  would  sufficiently  protect  existing  property  rights 
and  stand  the  test  of  court  review. 

In  a  communication  to  the  Regional  Coordinating 
Committee  last  July,  the  Coordinator  brought  these  points 
to  their  attention: 


1.  There  is  reason  to  believe  that  these  strategic 
advantages  of  location  and  the  like  are  much  exaggerated, 
particularly  since  the  advent  of  the  truck,  whether  op- 
erated independently  or  as  an  auxiliary  of  some  other 
railroad.  It  is  now  difficult  to  bind  shippers  to  any 
particular  railroad  except  through  good  service  and 
treatment. 

2.  To  a  very  considerable  extent  these  alleged 
strategic  advantages  are  dependent  upon  statutory  pro- 
visions to  which  the  railroads  have  no  Constitutional 
right  and  of  which  they  can  be  deprived  by  legislation, 
i.e.,  the  provisions  against  so-called  "short-hauling." 
The  railroads  perform  a  public  function;  they  were  created 
solely  for  that  purpose  and  it  is  their  first  duty.   The 
public  has  the  right  to  compel  the  best  service  which  the 
rails  can  provide,  whether  it  be  single-line  service  or 
Joint  service  by  two  or  more  lines.   Individual  railroads 
have  no  right  to  require  traffic  to  move  over  their  rails 
at  the  expense  of  the  best  possible  service  to  the  public. 
Open  terminals  can  be  legislated  into  existence;  there  is 
no  legal  difficulty  in  the  way. 

3. ,Even  more  important  is  the  fact  that  individual 
railroads  cannot  under  present-day  conditions  long  prosper 
at  the  expense  of  the  best  Interests  of  the  railroad  in- 
dustry as  a  whole.   It  is  preeminently  a  time  for  soli- 
darity and  cooperation. 

4.  If  the  best  interests  of  the  railroad  industry 
are  to  be  thwarted  by  individual  railroads,  the  logical 
conclusion  will  follow  that  the  number  of  individual 
railroads  must  be  radically  decreased.   This  can  be  done 
through  a  "grand  plan  of  consolidation, "  like  the  Prince 
Plan  or  some  substitute  therefor,  or  it  can  be  done  by 
public  ownership  and  operation. 

The  Coordinator  expressed  the  hope  that  when 
these  and  other  like  considerations  were  given  their  aue 
meed  of  thought,  these  competitive  and  strategic  obstacles 
to  unification  projects  which  do  not  involve  the  elimina- 
tion of  the  individual  railroads  would  not  loom  as  large 
as  they  have  appeared  to  many  executives.  However,  he 
asked  the  executives  to  put  the  matter  to  practical 
test,  selecting  for  this  purpose  three  large  and  typical 
terminal  unification  projects,  one  in  each  region,  namely, 
at  Kansas  City,  Indianapolis,  and  Birmingham.  What  he 
requested  was  that  the  railroads  6oncerned  in  each  one 
of  these  projects  appoint  responsible  representatives  to 
sit  down  together  without  delay  and  endeavor  to  work  out 
a  plan  for  making  the  proposed  unification  effective,  just 
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as  though  there  were  no  labor  restrictions  and  the  plan 
could  he  carried  into  effect  tomorrow* 

If  it  should  prove  that  the  lines  are  unwilling 
to  agree  to  any  plan,  he  asked  to  be  notified,  without 
delay,  what  lines  prevent  an  agreement  and,  definitely 
and  epecifically,  why  they  refuse  to  agree.  This  would 
give  him  an  opportunity  to  enter  the  negotiations  and 
endeavor  to  bring  about  a  settlement,  and,  if  that  should 
fail,  to  consider  what  order  might  be  drafted  which  would 
compel  the  unification  and  at  the  same  time  meet  any 
Constitutional  requirements* 

The  purpose  of  this  test,  in  short,  was  to  deter- 
mine how  serious  an  obstacle  to  coordination  these  carrier 
differences  and  maneuverings  may  be,  and  how  this  obstacle 
can  be  overcome. 

The  carriers  have  been  very  slow  in  responding  to 
this  request.   Kansas  City  has  been  heard  from,  and  it 
appears  that  seven  of  the  lines  are  willing  to  undertake 
the  plan  and  four  are  unwilling;  but  the  reasons  for  the 
unwillingness  of  the  latter  have  not  yet  been  made  suffi- 
ciently clear.   Negotiations  at  Indianapolis  hec^e   only 
recently  been  undertaken,  and  at  Birmingham  no  results 
have  as  yet  been  reached. 

It  should  be  understood  that  these  test  negotia- 
tions were  requested  merely  as  a  means  of  guaging  the  dif- 
ficulties in  the  way  of  terminal  coordination  projects. 
The  Act  makes  it  the  "duty  of  the  regional  coordinating 
committees  and  the  Coordinator  to  give  reasonable  notice 
to,  and  to  confer  with,  the  appropriate  regional  labor 
committee  or  committees  upon  the  subject  matter  prior  to 
taking  action  or  issuing  any  order  which  will  affect  the 
interest  of  employees,  and  to  afford  the  said  labor  com- 
mittee or  committees  reasonable  opportunity  to  present 
views  upon  said  contemplated  action  or  order."  It  will 
also  be  the  policy  of  the  Coordinator  to  see  to  it  that 
the  shipping  interests  of  the  community  affected  have 
an  opportunity  to  present  their  views  upon  the  project 
before  action  is  taken.   To  date,  however,  the  surveys  of 
the  carrier  committees  have  not  been  made  public,  because 
it  did  not  seem  desirable  to  make  them  the  subject  of 
general  discussion  and  inquiry,  until  the  time  should 
come  when  active  steps  for  carrying  the  projects  into  ef- 
fect might  appear  practicable. 

The  Coordinator  i-s  of  the  opinion,  as  the  result 
of  the  studies  which  have  been  made  by  his  staff  and  the 
carrier  committees,  that  these  terminal  unification  pro- 


jects are  physically  quite  practicable;  that  they  would 
result  in  large  and  substantial  economies  to  the  carriers; 
that  they  need  not  impair  service  to  the  public  but  in 
fact  would  often  improve  service;  and  that  in  many  in- 
stances, if  the  economies  were  translated  into  reduced 
switching  charges,  traffic  might  be  materially  increased 
within  the  terminal  districts  with  benefit  to  railroad 
employment.   In  some  locations,  these  projects  would  have 
the  additional  advantage  of  releasing  valuable  real  estate 
for  other,  use.   At  present  the  market  for  real  estate  is 
such  that  the  financial  benefit  from  this  might  not  be 
immediate,  but  the  prospective  benefit  would  be  important. 

If  the  dismissal  compensation  plan  for  employees, 
recommended  in  the  Coordinator's  recent  report  on  trans- 
portation legislation,  should  become  law,  such  projects 
could  be  carried  into  effect  with  a  large  measure  of  pro- 
tection to  displaced  employees,  particularly  to  the  older 
ones  long  in  the  service;  and  while  benefit  from  the 
economies  realized  would  be  somewhat  deferred,  the  car- 
riers would  ultimately  gain  such  benefit  in  full.   If 
business  conditions  should  improve  materially,  and  hence 
railroad  traffic,  the  number  of  employees  displaced  would 
be  minimized.   Whether  or  not,  however,  the  difficulties 
can  be  overcome  which  are  attendant  upon  the  unwillingness 
of  the  individual  carriers  to  get  together  and  cooperate 
still  remains  to  be  determined. 

Mr.  Boatner's  report  contains  a  discussion  of  cer- 
tain other  matters  upon  which  the  regional  staff  has  been 
working.  He  shows  how  the  economies  to  be  obtained  from 
terminal  unification  can  be^  greatly  increased  by  extending 
the  coordination  beyond  the*  terminal  district  into  line- 
haul  operations,  and  gives  various  specific  illustrations 
of  such  possibilities  in  connection  with. both  less-than- 
carload  and  carload  freight  traffic.   He  discusses  the 
possibilities  in  the  way  of  economies  through  the  abandon- 
ment of  unprofitable  branch  lines  and  through  Joint  op- 
erations and  the  abandonment  of  unnecessary  trackage  in 
the  case  of  paralleling  lines  of  low  traffic  density,  and 
shows  the  obstacles  and  difficulties  which  attend  such 
projects.   He  outlines  the  very  extensive  investigation 
which  is  under  way,  at  his  instigation,  of  possibilities 
of  economy  through  coordination  of  back  shops  and  general 
repair  plants  for  locomotives  and  cars.   Finally,  he  dis- 
cusses the  waste  which  he  believes  to  be  involved  in  the 
maintenance  of  many  uptown  ticket  ^offices  and  the  steps 
which  could  be  taken  by  the  carriers  to  decrease  this 
waste. 


VI 

It  should  be  understood  that  this  progress  report 
is  not  intended  to  cover  fully  the  work  of  ^he  Coordina- 
tor's regional  staff.  It  is  working  also  on  other  pro- 
jects which  will  later  be  discussed  and  explained. 

Joseph  B.  Eastman 
Federal  Coordinator  of  Transportation. 


February  14,  1935 
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PROGRESS  REPORT  OF  V,V.  BOATNER,  DIRECTOR  OF 

REGIONAL  COORDINATION 


At  the  close  of  1933  the  Regional  Directors 
made  to  the  Coordinator  a  report  of  projects  that  were 
being  surveyed  and  analyzed  by  the  carriers  with  a  view 
to  learning  whether  under  fully  coordinated  arrangements 
economies  and  efficient  service  could  be  obtained.   This 
report  indicated  that  many  surveys  had  just  been  started 
and  that  many  others  had  not  yet  been  undertaken.   There- 
after arrangements  were  made  to  correlate  and  expedite 
the  regional  surveys  in  cooperation  with  the  regional  co- 
ordinating committees.   To  date  4,755  individual  projects 
have  been  studied. 


TERMINAL  UNIFICATION 

From  the  beginning  it  was  evident  that  terminal 
activities  would  offer  a  fruitful  field  for  explorations. 
In  fact  joint  use  of  terminals  and  trackage  incident 
thereto  was  named  as  a  specific  purpose  of  the  Emergency 
Railroad  Transportation  Act,  1933.   Not  only  have  the 
larger  rail  centers  been  analyzed  but  the  smaller  common 
points  have  also  received  attention.   At  larger  centers, 
the  facilities  and  forces  now  employed  have  been  itemized 
for  consideration;  yard  engine  records  have  been  run  show- 
ing individual  movements  of  cars  from  and  to  the  various 
terminal  points,  with  the  purposes  of  such  moves.   This 
has  revealed  what  is  actually  taking  place.   The  data  have 
been  concentrated  and  analyzed  by  carrier  representatives 
of  long  practical  experience.   Further  analyses  have  been 
made  by  men  with  similar  experience  representing  the  Co- 
ordinator. 

Physical,  municipal  and  other  features  have  con- 
tributed problems  peculiar  to  every  point.  This  has  re- 
quired individual  treatment  of  each  project  to  obtain  an 
approximation  of  the  practical  possibilities. 

As  outlined  in  the  previous  reports,  the  arrange- 
ment under  which  we  are  functioning  was  new,  and  the  sur- 
veys had  to  be  carried  on  generally  by  committees  of  car- 
rier officers  with  regular  duty ^. assignments.   Under  such 
conditions  the  work  has  been  slow,  but  considering  the 
magnitude  of  the  undertaking  not  unduly  so.   In  the  begin- 
ning the  psychology  of  the  railroad  committees  and  their 


subcommittees  was  such  as  to  cause  them  to  view  the  under- 
taking from  the  standpoint  of  protecting  Individual  Inter- 
ests at  common  points.   Until  this  condition  could  In  a 
measure  be  overcome,  thorough  approach  to  the  economic 
possibilities  of  full  coordination  could  not  be  obtained. 
It  had  the  result  that  many  surveys  reflected  only  a  por- 
tion of  the  economies  possible  under  completely  coordi- 
nated arrangements.   Such  surveys  had  to  be  reworked  and 
revised  along  broader  lines. 

At  large  terminals  your  organization  early  reached 
the  conclusion  that  all  activities  within  a  terminal 
switching  district  were  susceptible  of  coordination,  and 
In  the  process  that  they  should  be  organized  as  a  unit  In 
order  to  function  with  the  greatest  efficiency  and  without 
discrimination.   This  course  was  also  considered  necessary 
to  prevent  any  line  from  operating  Individually  in  the 
terminal  area,  thus  tending  to  disrupt  a  completely  united 
arrangement  for  serving  the  public.   Such  an  arrangement 
must  necessarily  exist  to  Insure  maximum  economy  and  effl- 
cency  and  to  prevent  any  lines  from  enjoying  full  terminal 
advantages  at  lower  expense  than  the  lines  in  the  terminal 
unit,  which  they  might  otherwise  do  by  availing  themselves 
of  the  low  reciprocal  switching  charges,  maintained  to  ex- 
pedite the  easy  flow  of  traffic  within  the  terminal  area, 
but  which  do  not  reflect  the  full  cost  of  service. 

The  studies  have  been  made  on  the  basis  of  han- 
dling traffic  generally  under  present  line-haul  arrange- 
ments.  The  possibilities  of  added  economies  through 
pooling  operations  beyond  the  terminal  areas  are  In  gen- 
eral being  surveyed  by  other  sections  of  the  organiza- 
tion.  Such  possibilities  appear  great  and  will  be  dis- 
cussed later  In  this  report. 

Estimated  Economies.   Estimates  of  economies  possible 
of  accomplishment  through  terminal  unification,  as  reported 
thus  far  by  the  carrier  committees  and  further  amplified 
In  some  Instances  by  your  organization,  total  about 
$25,000,000.   Your  organization  is  of  the  opinion  that 
when  all  the  surveys  have  been  completed  this  amount  will 
be  Increased  to  as  much  as  $50,000,000.   As  hereinafter 
pointed  out,  this  amount  could  be  further  increased  great- 
ly by  extending  coordination  beyond  the  terminal  districts. 
The  surveys  are  being  checked  in  detail  by  your  regional 
staff.   They  have  gone  on  the  ground  and  have  reviewed  the 
possibilities  from  a  physical  and  practical  point  of  view. 
They  have  also  made  comparisons  with  other  places  where 
similar  facilities  have  been  coordinated  and  actual  econ- 
omies effected.   In  some  Instances  their  analyses  have 
Increased  the  estimate  of  economies. 


The  Chlcap;o  Situation.   The  economies  In  these 
terminal  unifications  will  be  obtained  by  lessening  the 
units  of  service  employed  and  the  numbers  of  movements  re- 
quired.  At  a  terminal  such  as  Chicago  or  St.  Louis,  where 
many  lines  enter  the  switching  district,  each  has  a  train 
yard  for  receiving  and  dispatching  trains.   Each  of  the  22 
Chicago  lines  has  at  least  one  principal  yard  which  might 
be  termed  an  outlying  yard.   Including,  however,  yards 
used  for  primary  purposes,  there  are  at  least  50  major 
yards  in  the  Chicago  Switching  District.   These  yards  are 
usually  some  distance  from  the  downtown  business  district. 
To  reach  the  district,  the  line  projects  Itself  over  Its 
own  or  leased  mileage,  and  In  the  district  establishes 
Its  own  freight  houses,  tesim  tracks,  warehouses,  grain 
elevators,  etc.,  where  It  receives  and  dispatches  traffic. 
The  cars  are  switched  in  the  outlying  yard  and  each  line 
completes  with  switch  engines  the  service  to  the  downtown 
area.   In  addition  to  Its  cars  for  the  downtown  area,  a 
road  also  brings  in  cars  for  delivery  to  other  lines,  the 
usual  practice  being  either  to  deliver  them  direct  where 
a  connection  exists  or  through  use  of  intermediary  belt 
lines  which  connect  with  all  lines.   There  are  five  major 
Interchange  belt  lines  at  Chicago  and  eleven  minor  ones. 
At  St.  Louis,  there  is  one  major  belt  and  four  minor  ones. 
All  these  belts  are  differently  owned  and  all  secure  rout- 
ing either  through  their  own  efforts  or  the  activities  of 
their  owners.   With  the  five  major  belts  at  Chicago  there 
are  five  major  streams  of  traffic  flowing  from  one  rail- 
road to  another,  and  frequently  the  minor  belts  come  Into 
play. 


Into  the  Chicago  train  yards  move  livestock  for 
the  stockyards,  produce  for  the  produce  terminals,  pota- 
toes for  the  potato  mart,  etc.   Upon  arrival,  these  cars 
are  promptly  switched  and  started  on  their  run  to  the 
various  downtown  destinations.   This  Is  repeated  many 
times  during  the  day  as  the  traffic  arrives,  and  based  on 
a  two-day  check  test,  results  In  a  dally  operation  from 
the  train  yards  to  the  stockyards  district  alone  of  239 
separate  trains  or  switching  cuts  and  corresponding  moves 
from  the  stockyards  district  to  the  train  yards.   These 
trains  or  yard  cuts  consist  of  from  1  to  35  or  40  cars. 
More  or  less  similar  movements  take  place  to  and  from  the 
produce  terminals,  potato  mart,  and  the  many  downtown 
freight  houses,  team  tracks,  elevators,  etc.   Our  check 
Indicated  for  the  two-day  test  period  that  even  the  through 
traffic  via  the  Chicago  gateway.  Instead  of  all  passing 
over  switching  lines  around  the\:  city,  was,  to  the  extent 
of  about  40  percent,  taken  Into  the  downtown  area  over 
the  various  lines  and  then  moved  back  through  the  differ- 
ent switching  lines  to  the  outer  belts,  where  It  was  de- 
livered to  the  outbound  lines. 


In  interchange  of  traffic  between  lines  the  gen- 
eral practice  is  for  each  line  to  deliver  its  cars  to  the 
yards  or  facilities  of  the  other.   This  causes  a  light 
movement  of  the  engine  in  one  direction.   Such  movements 
range  in  distance  from  a  few  blocks  to  several  miles. 
Many  arrangements  have  been  worked  out  for  one  engine 
to  carry  the  load  in  both  directions,  under  what  are 
termed  reciprocal  car  pulls.   This  practice  has  been 
somewhat  extended  during  the  depression  period,  but  the 
preponderance  of  traffic  is  still  handled  throughout  the 
country  with  each  line  delivering  cars  to  the  others' 
facilities,  its  engines  moving  light  in  return. 

This  general  character  of  operation  results  in  a 
flow  of  traffic,  sometimes  of  one  or  two  cars  with  an 
engine,  moving  through  the  terminal  area  in  such  multi- 
plicity as  to  attract  attention  of  even  the  casual  ob- 
server, and  with  much  apparent  waste  involved  in  indi- 
viduality, intricacy,  and  complexity  of  operation.   This 
same  duplication  of  service  exists  in  lesser  degree  at 
other  terminals  and  continues  all  the  way  down  the  line 
to  the  smaller  stations,  where  not  infrequently  two  switch 
engines  of  two  lines  may  switch  one  plant,  one  engine  be- 
ing sufficient  for  the  service. 

At  Chicago,  the  cost  of  terminal  operation  in 
1929  was,  roundly,  $120,000,000.   In  1933  it  was,  roundly, 
$60,000,000.   This  does  not  include  taxes  and  interest. 
The  volume  of  traffic  in  this  period  declined  about  the 
same  percentage  as  the  expense. 

The  Chicago  Switching  District  extends  from  Wolf 
Lake  on  the  south  to  Bensenville  on  the  north,  a  distance 
of  some  45  miles.   In  this  area,  and  including  the  Elgin, 
Joliet  &  Eastern,  there  are  about  6,000  miles  of  track. 
As  indicated  by  the  two-day  test  check,  the  switch  engine 
shifts  operated  daily  averaged  975,  handling  approximate- 
ly 22,000  cars,  of  which  8,800  were  empty,  and  13,200 
loaded.   ^^,235  loaded  and  3,888  empty  cars  were  brought 
into  the  district  daily  and  6,325  loaded  and  4,890  empty 
cars  moved  out  of  it  daily. 

Records  of  these  oars  run  for  the  test  period 
indicate  their  time  of  arrival  and  their  course  through 
the  city  until  disposed  of,  and  conversely  the  time  they 
originated  in  the  terminal  to  the  time  they  moved  from 
it.   The  record  of  through  cars  indicates  time  of  arrival, 
routes  followed,  and  time  of  departure.   This  information 
is  graphed  on  flow  charts,  indicating  in  minute  detail 
how  the  traffic  flows  within  the  area.   After  reduction 
to  this  form  and  with  arrival  and  departure  of  trains 


available,  a  terminal  committee  has  from  the  information 
so  gathered  undertaken  to  reduce  to  a  minimum  the  number 
of  yards  necessary  to  handle  the  business.   The  men  per- 
forming this  task  are  of  long  experience  in  handling 
traffic  at  Chicago  and  elsewhere.   At  Chicago  they  have 
reduced  the  22  outlying  yards  to  6,  all  located  near  the 
major  belts.   Considerable  transfer  movement  will  take 
place  within  these  yards,  avoiding  present  movement  of 
traffic  by  yard  engines  to  the  yards  of  other  lines, 
since  under  the  proposed  arrangement  many  trains  of  dif- 
ferent roads  by  different  routes  will  arrive  in  one  yard. 
Then,  for  example,  livestock  for  the  stockyards  will  move 
in  one  train  for  all  roads  using  the  yard,  instead  of  in 
separate  trains  of  each  road  with  few  cars  in  each  train. 
The  number  of  inbound  and  outbound  freight  houses  will 
likewise  be  reduced  with  corresponding  reduction  in 
movements.   Cars  to  team  tracks,  produce  terminals  and 
the  like  will  move  in  combined  units.   A  reduction  will 
b6  made  in  engine  houses,  car  repair  and  other  mechanical 
facilities.   Circuitous,  costly  and  conflicting  inter- 
change movements,  such  as  are  illustrated  by  the  following 
exhibits,  taken  from  the  evidence  in  the  Chicago  Switch- 
ing Case  in  1931,  will  be  avoided.   These  movements  were 
said  to  have  resulted  from  shippers'  routing.   The  ex- 
hibits speak  for  themselves  and  need  no  comment  as  to  the 
possibilities  of  economy  through  a  substituted  coordinated 
interchange  utilizing  the  most  direct  advantageous  inter- 
change routes,  and  are  set  forth  on  pages  6  and  7  hereof. 


The  St.  Louis  Situation.   This  method  of  procedure 
at  Chicago,  which  is  being  followed  in  the  report  now  under 
preparation,  has  been  followed  generally  at  other  points. 
Chicago  is  used  as  an  Illustration  only  because  it  is  the 
largest  freight  terminal  in  the  country.   Chicago  with  Its 
topography  does  not  present  the  same  physical  difficulties 
in  concentrating  traffic  flow  as  are  encountered  at  loca- 
tions like  St.  Louis,  where  12  lines  enter  from  the  east 
through  different  sections,  each  projecting  itself  into 
a  small  yard  along  the  river  bank  capable  of  accommodating 
no  more  than  the  normal  flow  of  its  business.   There,  as 
elsewhere,  each  line  constructed  its  facilities  to  meet 
individual  requirements  and  with  no  view  to  giving  access 
or  benefit  to  its  neighboring  competitors.   Incident  to 
the  heavier  volume  of  traffic  in  the  past,  some  of  the 
St.  Louis  lines  built  larger  facilities  farther  out.   By 
utilizing  some  of  these  facilities,  the  number  of  yards 
has  been  reduced  in  the  St.  Louis  survey  from  50  general 
to  9  primary  yards  with  no  majon  capital  expenditures. 
Some  of  the  general  yards  will  continue  as  secondary  units. 
We  are  of  the  opinion  that  a  further  reduction  of  1  or 
possibly  2  primary  yards  with  additional  economy  is  pos- 
sible. 
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theless,  the  strategic  location  of  a  railroad  in  a  large 
industrial  area,  where  it  serves  the  major  part  of  that 
area,  has  an  intrinsic  value.   Whatever  this  value  is, 
however,  it  has  greatly  diminished  with  the  extension  of 
the  motor  vehicle  as  a  facility  for  the  completion  of  ser- 
vice. 

The  carriers  are  reluctant  to  enter  enthusiasti- 
cally into  pooling  activities  with  competing  lines  in  a 
terminal  area.   This  is  natural  and  we  think  there  is 
considerable  justification  for  such  reluctance,  in  the 
light  of  present  practices  and  methods  of  operation.   They 
view,  with  commendable  pride,  adequate  and  efficient  far- 
cilities  built  up  over  a  long»period  of  time,  and  more 
strategically  located  for  traffic  and  operations  than 
those  of  some  competitor.   However,  it  is  necessary  to 
carry  on  terminal  operations  in  a  unified  and  completely 
coordinated  manner  if  maximum  operating  economies  are  to 
be  effected  and  demands  for  capital  outlays  avoided. 
Under  current  methods,  the  railroads  are  rendering  a  ser- 
vice of  (the  highest  quality  in  their  history.   Competi- 
tion between  roads  is  so  keen  that  special  runs  are  fre- 
quently made  with  one  car,  whether  or  not  necessary  or 
demanded  by  the  shipper.   Some  carrier  representatives 
seem  to  feel  that  a  coordinated  arrangement  will  in  a 
measure  nullify  this  service  and  are  averse  to  coordina- 
tion or  unification  of  facilities  on  that  account. 
Necessarily,  under  a  coordinated  arrangement  which  would 
undertake  to  render  a  reasonable,  efficient  and  common  ser- 
vice for  all,  much  of  the  expense  of  these  special  runs 
which  serve  no  particular  need  would  be  eliminated.   To 
some  extent,  the  shipping  public,  through  its  traffic  or- 
ganizations, is  jealous  of  any  intrusion  into  this  field 
that  might  appear  to  reduce  the  special  service  which  it 
now  enjoys.   Our  opinion  is  that  these  fears  are  un- 
warranted.  Industry  can  and  will  be  properly  served  under 
coordinated  arrangements  and,  on  the  whole,  the  flow  of 
traffic  will  be  expedited.   Our  conclusions  in  this  re- 
spect are  concurred  in  by  the  heads  of  some  large  indus- 
tries and  by  industrial  traffic  managers  with  whom  we  have 
conferred. 

Another  major  factor  that  must  be  overcome  to  co- 
ordinate a  terminal  and  operate  it  as  a  unit  is  the  indi- 
vidual ownership  of  property  and  facilities.   This  is  a 
complicated  problem.   Many  of  the  major  terminals  have  one 
or  more  separately  incorporated  sw^,tching  lines.   There 
would  be  no  difficulty,  so  far  as  the  securities  of  these 
lines  are  concerned,  in  blending  them  into  a  terminal 
operation,-  the  interest  on  such  securities  would  be  a 
part  of  the  terminal  expense.   But  the  trunk  lines  reaching 
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Into  the  temlnals  have  property  and  securities  that  cover 
areas  extending  beyond  the  terminals  proper.   The  course 
we  suggest  to  overcome  this  difficulty  is  the  formation 
of  an  operating  company  which,  under  contract,  would  lease 
all  facilities  on  a  nominal  rental  basis  over  a  stated 
period  of  time,  leaving  the  securities  of  the  roads  in 
their  present  position:   That  switching  charges  be  pro- 
vided, baseci  upon  the  present  charges,  to  be  absorbed 
out  of  line-haul  rates;  that  Joint  facility  charges  be 
projected  on  basis  of  costs  of  each  line,  determined  by 
the  average  of  such  costs  over  a  fair  test  period.   With 
revenues  provided  in  this  manner,  and  operating  costs  re- 
duced to  the  extent  estimated,  the  profits  from  operation 
would  be  the  amount  saved  through  coordination.   Tbe  ter- 
minal operating  company  could  assume  interest  upon  the 
securities  representing  the  property  wholly  confined  to 
the  terminal  area  and  could  reimburse  participating  lines 
by  distribution  of  the  remaining,  or  net,  profit  realized 
from  the  effected  economies.   A  committee  of  five  rail- 
road legal  officers  is  collaborating  with  your  Director 
in  an  endeavor  to  work  out  a  practical  arrangement  along 
this  line. 

Many  executives  take  exception  to  the  possibility 
of  economy  under  Joint  and  concentrated  operation,  claim- 
ing they  can  operate  separately  more  economically.   This 
would  not  be  true  if  the  opportunity  to  avail  themselves 
of  the  reciprocal,  and  in  most  cases  unremunerative, 
switching  charges  were  withheld  from  lines  that  come  to 
the  edge  of  the  terminal  where  they  assume  only  train  yard 
expense,  then  take  advantage  of  the  low  switching  rates 
and  thereby  participate  in  traffic  to  and  from  the  entire 
area.   These  reciprocal  arrangements  should  be  abandoned 
under  coordinated  terminal  operation.   Any  line  not  par- 
ticipating in  a  coordinated  terminal  should  have  no  such 
rates  available.   Instead,  it  should  be  required  to  oper- 
ate upon  the  basis  of  paying  a  division  to  the  terminal 
out  of  the  line-haul  rate.   Such  division  should  be  suf- 
ficient to  defray  the  cost  of  service  and  produce  a  rea- 
sonable profit  for  the  terminal  on  the  traffic  so  handled. 

There  is  much  opposition  to  the  relinquishment 
of  individuality  within  a  terminal  area.   Each  line  is 
reluctant  to  allow  an  intermediary  terminal  company  to 
enter  upon  its  property  and  to  have  access  to  its  patrons 
such  as  a  coordinated  terminal  would  require.   Managements 
feel  that  their  interests  would  be  seriously  Impaired  if 
this  were  done.   Unquestionably,  such  an  intermediary 
would  eliminate  some  of  the  personal  contact'  which  the 
lines  have  with  their  shippers  -  at  least  as  such  contact 
exists  under  present  conditions.   The  value  of  this  con- 
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tact,  however,  is  open  to  question  and  it  would  not  be 
wholly  eliminated.   The  individual  line  would  continue 
to  seek  traffic  through  service  agents  and  solicitors, 
and  in  many  Instances  a  more  satisfactory  service  to  the 
patrons  would  result  than  is  possible  now.   Many  lines 
frequently  do  not  now  enjoy  the  business  from  industries 
on  their  rails  against  aggressive  solicitation  of  their 
competitors.   In  some  instances,  the  loss  is  accentuated 
by  minor  irregularities  in  their  switching  service. 

G-enerally  speaking,  the  Importance  of  such  objec- 
tions disappears  where  coordination  or  unification  is 
actually  effected,  as  has  been  demonstrated  over  a  long 
period  of  years  in  jointly-owned  terminals  and  union  pas- 
senger stations  throughout  the  country,  which  are  univer- 
sally recognized  as  economical  methods  of  carrying  on 
terminal  operations.   At  Kansas  City,  objections  have  beer. 
offered  by  some  of  the  carriers  to  the  coordination  of 
that  terminal,  as  proposed  in  the  survey  made  under  direc- 
tion of  your  forces,  and  the  traffic  feature  is  a  material 
factor  in  the  objections.   However,  all  lines  at  Kansas 
City  jointly  own  and  operate  a   terminal  railroad  which 
serves  a  large  industrial  area.   There  seems  to  be  no 
record  of  any  line  being  able  to  show  that  it  does  not 
enjoy  its  fair  share  of  the  traffic  originating  and  ter- 
minating on  this  property  under  the  joint  method  of  oper- 
ation.  The  lines  seem  to  be  willing  and  able  under  this 
arrangement  to  solicit  and  participate  in  traffic  to  and 
from  this  property  on  a  basis  of  equality,  the  operation 
and  service  being  left  entirely  to  the  terminal  company. 
Therefore,  it  would  logically  appear  that  if  the  activi- 
ties of  such  a  terminal  property,  owned  by  all  the  car- 
riers, were  spread  over  the  entire  switching  area,  as  the 
report  proposes,  the  same  relative  traffic  conditions 
would  prevail  throughout  the  entire  area  as  now  prevail 
throughout  the  restricted  area  served  by  the  terminal 
company. 

This  same  principle  seems  to  be  demonstrated  at 
Chicago,  St.  Louis,  Peoria  and  at  other  terminals  through- 
out the  country  where  jointly-owned  but  individually-op- 
erated terminal  railroads  are  employed.   The  Nickel  Plate 
Railroad  is  a  clear  illustration  of  a  line  operating  with- 
out the  advantage  of  extensive  terminal  facilities  of  its 
own.   Yet  its  record  of  earnings  from  the  traffic  it  en- 
joys reflects  a  more  wholesome  condition  in  some  respects 
than  is  found  upon  many  lines  burdened  with  major  ter-iir.al 
activities,  the  expense  of  which  mditerially  affects  t-.eir 
net  earnings.   Insurance  companies  doing  a  gross  business 
much  greater  than  the  railroads  offer  standard  policies 
with  substantially  the  same  rates.   They  seem  to  have  no 
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difficulty  through  service  agents  and  solicitors  in  secur- 
ing business  for  themselves. 

Nearly  all  terminals  are  equipped  with  an  over- 
abundance of  facilities  of  every  character  -  more  than 
may  ever  be  required,  especially  with  the  greater  expedi- 
tion and  simplicity  of  movement  which  we  are  seeking  to 
provide  under  coordinated  arrangements.   When  most  traffic 
was  handled  by  the  rail  carriers,  a  large  intra- terminal 
or  cross-town  switching  was  perfonned,  and  frequently 
serious  congestion  existed.   In  some  measure,  this  was 
induced  by  the  shipper  specifying  the  routing.   At  a  num- 
ber of  terminals  such  congestion  was  serious  and  costly. 
It  was  the  cause  of  dissatisfaction  and  complaint  from 
the  shippers.   It  caused  abnormal  expansion  of  some  lines 
and  also  brought  into  being,  in  order  to  obtain  proper 
service,  the  so-called  industrial  switching  roads,  which 
handle  the  traffic  of  industries  by  which  they  are  owned 
or  leased,  and  which  often  become  full-fledged  common  car- 
riers, soliciting  the  routing  of  all  kinds  of  freight 
from  all  sections.   The  influence  which  the  industries 
are  able  to  exert  from  their  traffic  frequently  enables 
the  industrial  road  to  affect  materially  the  advantageous 
flow  of  traffic,  causing  further  complications  and  expense 
in  terminal  operations.   In  the  projection  of  a  coordinat- 
ed arrangement,  these  industrial  lines  would  be  included 
as  a  part  of  the  system  and  utilized  in  the  manner  best 
suited  to  the  needs  of  the  system.   Some  such  lines  are 
vigorous,  well-operated,  and  render  constructive  service. 
At  the  same  time,  their  multiple  activities  clutter  up 
the  terminals  and  add  materially  to  the  expense  of  oper- 
ation.  The  facilities  of  these  carriers  should  be  taken 
In  to  the  coordinated  terminal  in  the  same  manner  and  upon 
the  same  general  terms  as  the  facilities  of  other  lines 
utilized. 

Terminal  operations  are  a  most  costly  phase  of 
railroad  performance.   Practical  men  have  estimated  that 
40  percent  of  the  transportation  expense  of  the  carriers 
Is  involved  in  their  terminals.   The  information  obtained 
in  a  questionnaire  of  your  Director  of  the  Section  of 
Transportation  Service  reflects  from  the  records  of  the 
carriers  that  actually  as  high  as  53.67  percent  of  the 
cost  of  transport  is  represented  in  terminal  cost.   It 
is  to  be  understood  that  this  terminal  expense  includes 
the  cost  of  intermediate  yardings  and  interchanges  as 
well  as  the  cost  at  origin  and  destination  terminals. 
It  is,  therefore,  imperative  that  ways  and  means  be  found 
to  bring  about  a  lessening  of  this  cost,  so  that  the  car- 
riers may  avoid  depletion  of  their  revenues  and  make  rates 
and  render  service  that  will  not  only  retain  present  traf- 


fic but  regain  some  of  that  which  has  sought  cheaper  av- 
enues of  transport. 

Effect  of  Present  Waste  on  Rates.   The  present 
rates  of  the  carriers  are  not  too  high  when  based  upon 
present  costs  of  operation,  as  is  evidenced  by  the  meager 
net  operating  revenues  derived,  and  the  return  which  they 
produce  is  far  below  what  is  considered  a  fair  return 
upon  the  investment;  in  fact,  upon  some  lines  there  is 
no  return  at  all.   An  application  for  general  rate  in- 
creases is  now  being  given  consideration  by  the  Interstate 
Commerce  Commission.   It  includes  increases  in  switching 
or  terminal  rates.   These  rates  were  advanced  in  Chicago 
in  1931  and  the  order  was  subsequently  sustained  by  the 
Supreme  Court.   Since  the  advance,  the  volume  of  switched 
traffic  has  greatly  declined  at  Chicago.   The  entire  fig- 
ures are  not  available,  but  testimony  and  exhibits  pre- 
sented at  recent  hearings  before  Commissioner  Altchison 
on  'the  further  proposed  advance  of  these  rates  indicate 
a  startling  diversion,  one  concern  presenting  figures  of 
a  diversion  of  approximately  9,200  cars  in  1934,  all  of 
which  moved  by  rail  prior  to  1931.   Coal  reaching  Chicago 
by  water  has  gone  largely  to  the  trucks  instead  of  rail, 
and  the  sand  and  gravel  movement  has  practically  disap- 
peared.  Of  the  235,000  tons  of  sand,  gravel  and  crushed 
stone,  representing,  at  50  tons,  4,700  railroad  cars  of 
traffic,  used  in  construction  of  the  new  twenty-million 
dollar  Post  Office  at  Chicago,  we  are  informed  by  the 
private  contractor  that  all  moved  by  water  and  truck. 
2200  tons  of  steel  were  trucked  in  from  the  South  Chicago 
steel  district,  and  the  ornamental  iron  moved  in  by  truck 
from  the  Twin  Cities.   The  structure  for  which  these 
trucked  commodities  were  used  is  built  over  the  railroad 
tracks  leading  into  the  Chicago  Union  Station. 

The  grain  trade  claims  inability  to  merchandise 
locally  under  present  terminal  rates,  ^nd  diverts  grain 
to  other  centers  to  avoid  paying  more  than  line-haul  rates, 
The  largest  single  user  of  corn  in  industry  follows  this 
practice. 

Obviously,  with  their  present  costs,  the  rails 
cannot  make  lower  rates  and  come  out  whole.   The  high 
transportation  costs  tend  to  force  activities  to  other 
areas,  where  costs,  not  only  by  rail  but  also  by  water 
and  truck,  are  cheaper.   The  traffic  diversions  constant- 
ly tend  toward  increased  costs  anfl  higher  rates  on  the 
remaining  traffic.   This  affects  the  employes  of  the  roads 
Just  as  seriously  as  the  roads  themselves.   Elimination 
of  waste  and  duplication  that  can  be  brought  about  at 
Chicago  would  make  it  practicable  to  restore  and  retain 


14 


with  a  profit  from  Its  handling  a  substantial  portion  of 
this  Intra- terminal  traffic,  affording  much  additional 
employment  and  relieving  the  city  streets  from  the  conges- 
tion, danger  and  expense  Incident  to  present  movements 
by  truck.  What  applies  at  Chicago  Is  true  In  diminishing 
proportions  throughout  the  country. 

Economies  In  Operations  beyond  Terminal  Areas. 
Beyond  the  amplification  we  have  made  of  the  estimates 
of  carriers'  committees,  there  are  further  large  economies 
to  be  had  In  both  terminals  and  In  line  haul  by  changing 
methods  of  handling  certain  traffics  to  and  from  terminal 
areas.   This  will  produce  economies  by  reducing  the  number 
of  fast  competlve  trains  operated. 

To  illustrate  specifically  how  this  could  be  ac- 
complished with  a  coordinated  terminal,  using  Chicago  as 
an  example:   At  the  numerous  Chicago  freight  houses,  there 
is  now  a  daily  house  setting  of  1,450  cars  for  outbound 
loading  of  less-than-carload  shipments  of  merchandise. 
The  average  load  for  each  car  forwarded  is  4.7  tons  per 
car,  yielding  an  average,  according  to  the  l.c.l.  study 
of  the  Section  of  Transportation  Service,  of  |16.61  reve- 
nue per  ton,  or  $67.10  per  car^   These  cars  move  for  short 
distances,  such  as  to  Cedar  Rapids,  St.  Louis,  etc.,  and 
for  long  distances,  including  Pacific  Coast,  Texas,  and 
Florida  points.   Under  coordination,  such  cars  would  be 
loaded  at  some  6  freight  houses  serving  all  lines  and  move 
to  a  coordinated  station  serving  all  lines.   The  coordi- 
nation of  movement  of  the  traffic  naturally  following 
would  be  to  load  all  the  freight  from  Chicago  to  Cedar 
Rapids,  for  example,  in  one  car,  or  to  load  the  cars  to 
cubical  capacity,  averaging  about  12  tons  per  car  of  pack- 
age shipments,  one  car  thus  serving  where  three  were  used 
before,  the  traffic  of  all  four  Cedar  Rapids  lines  to  be 
handled  in  such  manner.   With  this  arrangement  to  all 
common  points,  the  number  of  cars  utilized  would  be  re- 
duced from  1,450  to  800  per  day,  or  some  650  cars.   There 
would  not  be  a  straight  two-thirds  reduction,  owing  to 
the  continued  necessity  for  loading  cars  to  non-common 
points,  preventing  consolidation  of  their  contents. 

The  same  practice  could  be  pursued  on  Inbound 
traffic  now  requiring  an  average  of  870  cars.   This  num- 
ber could  be  reduced  to  500  cars,  thus  eliminating  inbound 
and  outbound  some  1,020  oars  daily  from  the  Chicago  ter- 
minal.  When  it  is  considered  that  under  the  highly  effi- 
cient operation  superinduced  by  economic  necessity  it 
costs  |12.15  for  every  loaded  car  handled  in  Chicago,  the 
elimination  of  those  1.020  unnecessary  cars  would  effect 
a  saving  of,  roundly,  $3,800,000  per  annum  in  addition 
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to  the  amount  estimated  as  possible  by  coordinating  ser- 
vices and  facilities  within  the  area.   A  corresponding 
reduction  in  switching  expense  would  ensue  at  Cedar  Rapids 
and  at  all  other  Joint  or  coordinated  terminal  points 
throughout  the  country  receiving  the  cars.  The  same  would 
apply  in  like  degree  to  all  coordinated  terminals  that 
load  package  freight  cars*   The  average  tonnage  per  car 
Is  about  3.6  tons  throughout  the  country.   The  car  load- 
ings reflect  600,000  cars  loaded  per  week  in  the  United 
States.   26  percent  of  these,  or  approximately  160,000 
cars,  are  merchandise  cars.   If  coordination  of  movement 
and  facilities  is  applied  on  package  freight,  such  as  Il- 
lustrated by  the  Chicago-Cedar  Rapids  example,  it  is  es- 
timated that  approximately .one-third,  or  53,500,  of  these 
merchandise  cars  can  be  eliminated  from  the  weekly  load- 
ings, a  total  of  some  2,782,500  cars  yearly.   At  a  most 
conservative  rate  of  $4.00  per  car  average  cost  at  each 
terminal,  a  saving  of  $23,250,000  per  year  in  terminal 
expense  alone  would  result  from  this  source. 


In  like  manner,  the  movement  of  high  speed  carload 
freight  is  susceptible  of  being  controlled  to  a  consider- 
able extent  in  its  flow  into  and  out  of  terminals.   For 
Illustration,  4  roads  operate  merchandise  trains  leaving 
St.  Louis  each  evening  with  limited  lading,  for  merchandise 
and  perishable  traffic  in  such  trains  averaging  from  5  to 
25  cars  per  train,  or  some  60  cars  dally.   Under  a  coordi- 
nated terminal  arrangement  at  Chicago,  these  trains  would 
arrive  in  the  2  yards  to  which  the  inbound  carriers  are 
assigned  and  the  business  moved  to  the  down-town  distribu- 
ting area  with  2  switch  engines  Instead  of  with  4  as  at 
present.   However,  under  line-haul  coordination,  this  high 
class  business  could  be  assembled  in  one  yard  at  St.  Louis 
and  operated  in  one  train  to  Chicago,  where,  with  the 
abundance  of  facilities  existing,  this  one  train  could  be 
run  to  the  downtown  district,  entirely  eliminating  the 
switching  transfer  movements.   In  other  words,  strict  ter- 
minal coordination  would  reduce  the  transfer  movements 
from  four  to  two,  while  the  addition  of  line-haul  coordi- 
nation would  reduce  the  movements  from  two  to  none.   Some 
few  cars  in  the  train  would  be  for  other  areas,  but  would 
be  handled  by  one  engine  to  such  areas  instead  of  by  four 
as  at  present.   With  extension  of  the  practice  to  Kansas 
City,  St.  Louis,  Twin  Cities,  Cincinnati,  Indisuiapolis, 
Birmingham,  Omaha,  Denver,  and  other  major  points,  econ- 
omies of  substantial  proportions  would  occur. 

Road  economies  Incident  to  such  coordinated  oper- 
ation would  be  of  major  consequence,  similar  to  the  less- 
than-carload  economies  reflected  in  the  report,  but  to  a 
greater  degree.   However,  they  are  not  so  easily  estimated 
until  your  carload  study  revealing  cars  and  movements  of 
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this  character  Is  available •   Such  figures  should  further 
amplify  the  opportunities.   Obviously  the  loading  of  the 
three  trains  on  the  three  lines  not  handling  the  coordi- 
nated train  could  be  materially  Increased,  time  not  being 
a  controlling  factor  for  the  additional  loading  available. 
All  present  trains  might  not  be  operated  regularly  over 
pome  of  the  lines.   Important  freight  at  Intermediate 
points  could  be  moved  by  pick-up  trains  operating  over 
only  a  portion  of  the  route.   It  was  estimated  by  one  of 
the  western  roads  that  through  a  Joint  handling  arrange- 
ment of  livestock  and  meat  from  Council  Bluffs  and  Sioux 
City  to  Chicago  by  the  three  major  lines  Involved,  a  line- 
haul  saving  would  result  to  this  one  road  of  $300,000  a 
year.   At  the  same  time,  Its  business  would  continue  to 
be  Identified  as  Its  own.   This  Is  merely  Illustrative 
of  the  principle  that  It  Is  entirely  practicable  to  pool 
the  operation  without  pooling  the  traffic,  preserving  the 
Individuality  of  each  line,  thereby  securing  maxlmijim  econ- 
omies.  The  Joint  or  coordinated  facility  would  load  all 
the  freight  practicable  In  each  car  and  each  line's  bill- 
ing and  revenues  would  go  with  each  shipment,  delivery 
being  effected,  for  example,  at  Cedar  Rapids,  by  the  co- 
ordinated agency  for  each  of  the  four  lines  on  the  bill- 
ing and  expense  bills  of  each  line,  settlement  for  trans- 
port to  be  made  on  an  equitable  basis  between  the  lines. 

The  costs  can  also  be  equalized  by  alternating 
movements  over  the  various  lines.  If  requirements  can  be 
met.   On  carload  traffic  such  as' outlined  between  Chicago 
and  St.  Louis,  It  Is  suggested  the  movement  be  on  a  car- 
mile  basis,  at  an  agreed  rate  per  mile  for  loaded  and 
empty  cars.   Tentatively  suggested  are  7  cents  per  loaded 
car-mile,  and  4  cents  per  empty  car-mile,  the  same  to  be 
reciprocal  and  upon  a  basis  somewhat  similar  to  the  pres- 
ent per  diem  arrangement  used  In  handling  freight  cars, 
equalization  taking  place  currently  by  alternating  car 
movements  between  lines  as  business  conditions  Justify 
and  settlement  to  be  made  between  lines  for  credits  and 
debits  monthly  or  quarterly.   Such  an  arrangement  makes 
for  full  economy,  yet  leaves  each  line  free  to  solicit 
for  Its  own  account  and  to  enjoy  the  revenues  accruing 
from  the  movements.   The  public  Is  free  to  favor  any  line 
desired,  the  line  so  favored  assuming  full  responsibility 
to  the  shipper  to  render  satisfactory  and  efficient  ser- 
vice. 

The  Merchandise  Traffic  Report  of  the  Section  of 
Transportation  Service  outlined  a  plan  for  handling  pack- 
age freight  which  the  carriers  are  now  considering.   We 
do  not  question  the  economies  set  up  In  the  report  or  the 
methods  of  handling  proposed.   We  only  undertake  to  demon- 


strate what  can  be  done  In  the  way  of  terminal  economy 
at  each  end  by  reducing  freight  houses  and  switching  ex- 
pense.  The  pooling  of  traffic,  particularly  l.c.l.  traf- 
fic, has  been  explored  by  your  Section  of  Transportation 
Service  and  the  carload  traffic  is  being  given  like  ex- 
ploration.  However,  pending  conclusions   thereon,  we  here 
discuss  only  economies  in  terminal  and  line  operation  at- 
tainable under  coordination  without  affecting  individual 
rights  of  Interested  lines. 

Obviously  under  a  completely  coordinated  arrange- 
ment the  methods  for  future  operation  projected  in  many 
reports  would  be  considerably  changed  and  in  our  opinion 
economies  enhanced  from  10  to  50  percent  over  the  amounts 
determined  by  the  surveys.   This  conclusion  is  reached  as 
a  result  of  comparison  with  what  the  carriers  have  actual- 
ly effected  through  unification  either  on  their  own  lines 
or  Jointly  with  other  carriers.   It  is  also  demonstrated 
In  the  application  made  sometime  ago  by  the  three  Hill 
Lines  In  the  northwest  area  to  the  Commission  for  consid- 
eration.  It  was  set  forth  in  this  application  that  merg- 
ing the  three  lines  would  effect  economies  of  ten  million 
dollars  a  year.   This  estimate  was  based  upon  an  elaborate 
survey.   Under  the  recent  coordination  survey  carried  on 
by  carrier  committees  and  embracing  all  lines  in  the  north- 
west from  the  head-of-the-lakes  and  Twin  Cities  to  the 
Pacific  Coast  a  saving  was  set  forth  of  $3,600,000.   To 
this  can  be  added  $1,500,000  representing  concentration 
of  backshop  work,  making  the  total  $5,100,000.   This  dezi- 
onstrates  that  the  coordination  studies  have  been  definite- 
ly confined  to  local  points  without  consideration  of  the 
Joint  use  of  main  tracks  beyond  the  terminal  areas  or  con- 
sideration of  the  control  of  the  traffic  flow  into  the 
terminal  by  cooperative  effort.   At  Toledo,  Ohio,  the  car- 
riers reported  a  possibility  of  $13,000  saving  through 
coordination,  while  the  recent  merger  of  the  Michigan  Cen- 
tral and  New  York  Central  operations  at  Toledo  resulted 
in  a  claimed  saving  between  these  two  lines  alone  of 
$750,000.   With  the  remaining  seven  lines  operating  inde- 
pendently and  making  Independent  interchanges  plus  the 
combined  New  York  Central  operation,  or  a  total  of  eight 
separate  yards,  complete  coordination  in  our  opinion 
should  produce  even  greater  economy  than  that  secured  by 
the  New  York  Central. 

At  Duluth- Superior,  Minn.,  the  carriers'  committee 
expanded  the  estimate  of  roundly  $385,000  saving  in  ter- 
minal coordination  to,  roundly,  $700,000,  through  taking 
into  consideration  the  cooperative  handling  of  traffic 
beyond  and  into  the  terminal  area.   In  the  Rocky-Mountain 
Division  of  the  Western  Region,  we  requested  the  carriers 
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to  consider  coordination  of  facilities  and  operations  of 
lines  from  Helper,  Utah,  through  Salt  Lake  City  and  Ogden, 
including  all  activities  within  proper  range  in  the  vicin- 
ity of  Salt  Lake  City.   Without  definite  survey,  the  car- 
riers reported  no  economies  were  practical.   In  the  opin- 
ion of  your  staff,  the  coordination  of  these  operations 
represents  a  potential  economy  of  approximately  |750,000 
a  year.   At  Milwaukee,  the  carriers  estimated  possibili- 
ties of  some  $73,000  yearly  saving  through  terminal  coor- 
dination.  We  think  possibilities  on  the  present  basis 
are  nearer  $150,000  and  that  if  the  facilities  and  oper- 
ations were  coordinated  between  Milwaukee  and  Chicago  the 
saving  would  more  nearly  approximate  a  million  dollars 
annually.   At  Atlanta,  a  report  was  filed  indicating  no 
economy  possible.   Exception  was  taken  to  this  report  by 
the  Regional  Director  and  the  project  was  re surveyed  by 
the  carriers  on  the  basis  of  the  plan  outlined  by  the 
Director.   This  resulted  in  bringing  the  amount  of  poten- 
tial economy  to  $361,000,  the  carriers,  however,  disagree- 
ing as  to  the  basis  upon  which  the  saving  was  predicated. 
It  is  the  opinion  of  your  staff  that  the  possibilities 
are  more  nearly  $750,000  than  either  estimate  of  the  car- 
riers. 

A  similar  case  was  the  coordination  report  at 
Denver,  Colo.   The  first  report  resulted  in  a  conclusion 
that  a  saving  of  $114,072  was  possible,  with  a  capital 
expenditure  of  some  $2,000,000.   The  study  was  referred 
back.   The  second  report  indicated  a  saving  of  $298,202. 
It  was  the  opinion  of  your  staff  that  the  possibilities 
were  greater  than  the  carriers'  estimate  indicated,  and 
based  upon  an  actual  survey  of  conditions  on  the  ground, 
and  the  information  contained  in  the  report  as  submitted, 
your  staff  conservatively  estimated  a  saving  of  $650,000 
with  a  relatively  nominal  capital  expenditure. 
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A  few  such  projects  were  considered  by  the  inter^ 
ested  carriers;  others  were  proposed  by  this  Section. 
The  field  has  not  been  explored  to  the  extent  of  reflect- 
ing anything  like  full  possibilities,  because  the  car- 
riers under  the  Interstate  Commerce  Act  can  apply  direct- 
ly to  the  Commission  for  relief  (some  lines  are  proceed- 
ing in  this  manner  to  relieve  themselves  of  non-paying 
mileage);  and,  because,  with  the  obstacles  involved  and 
a  disposition  to  retain  all  their  mileage,  the  carriers 
have  not  listed  all  such  projects  for  consideration.   The 
problem  divides  itself  into  two  phases,  one  of  obsoles- 
cence, the  other  of  economy.  The  first  pertains  to  lilies 
constructed  for  transportation  of  timber,  coal,  oil  or 
other  raw  materials  now  exhausted.   There  will  be  some 
increase  of  traffic  on  some  of  these  lines  with  a  return 
of  normal  business.  Many  of  them,  however,  can  be 
abandoned  through  substitution  of  trucks.   The  practica- 
bility of  this  is  illustrated  by  the  present  operation 
of  railroads  which  use  trucks  to  pick  up  livestock  as 
much  as  ten  miles  distant  from  the  railroad,  this  being 
more  economical  from  the  carriers'  standpoint  than  con- 
tinued operation  of  unprofitable  branch  lines  to  service 
the  traffic. 

The  second  phase  is  that  of  paralleling  lines 
and  particularly  those  of  low  traffic  density.   Many 
obstacles  must  be  overcome  to  realize  economies  from  this 
source.  First,  all  such  lines  are  covered  by  mortgages, 
most  of  which  require  deposits  with  the  trustees  in  the 
event  of  their  abandonment.   Few  carriers  now  have  funds 
to  make  such  deposits  to  release  property  from  the  mort- 
gage.  The  trustees  are  also  unv/illing  to  accede  to 
breaking  a  line  or  partially  abandoning  it  and  using  an- 
other line,  because  of  seeming  impairment  of  the  perma- 
nency of  the  sections  covered  by  the  mortgage.  A  specific 
case  arose  in  the  Western  Region  embodying  these  dif- 
ficulties.  Line  "A"  ran  closely  parallel  to  line  "B"  for 
a  considerable  distance  in  a  sparsely  settled  territory, 
and  representatives  of  line  "A"  testified  at  one  time 
that  the  continued  operation  of  the  line  was  costing  them 
about  $250,000  per  year.   It  was  later  agreed  between 
lines  "A"  and  "B"  that  a  saving  could  be  made  of  $90,000 
per  year  through  Joint  use  of  line  "B",  the  saving  to  ce 
split  between  the  two  lines.   Line  "*A"  took  the  position 
that  its  mortgages  prevented  any  agreement  that  would 
affect  a  continuity  of  its  lines, 
continues. 


The  loss  in  operation 
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It  would  seem  the  part  of  wisdom  to  dispose  of 
such  revenue-depleting  operations.  Action  to  that  end 
should  be  made  possible  before  the  withering  branches 
affect  the  whole  plant.   Some  such  instances  should  be 
referred  by  the  regional  coordinating  committees  to  the 
Coordinator  for  an  order.   This  could  be  reviewed  by  the 
Commission  and  the  courts,  if  deemed  necessary,  and  the 
legal  question  with  respect  to  the  mortgage  determined. 
There  are  other  cases  throughout  the  country  where 
similar  conditions  prevail  and  where  we  are  confronted 
with  the  same  obstacles  ixi  so  far  as  mortgage  contracts 
are  concerned*   There  is  also  the  obstacle  of  the  line 
to  be  used  being  unable  to  give  perpetuity  of  such  an 
arrangement  to  the  abandoning  line.   This,  however,  is 
not  of  the  same  consequence  as  the  preceding  obstacle. 
Traffic  problems  are  also  involved  which  seem  to  have 
greater  influence  in  many  instances  than  even  mortgage 
restrictions.   The  present  labor  restrictions  of  Sec- 
tion 7  (b)  of  the  Emergency  Act  also  exist  and  there  are 
objections  on  the  part  of  the  public.   Such  public 
objections  are  frequently  not  so  much  that  the  service 
would  be  impaired,  but  that  the  community  would  lose 
prestige  by  abandonment  of  the  mileage.  We  have  been 
informed  that  the  law  committee  of  the  Association  of 
American  Railroads  is  preparing  a  plan  to  lessen  the 
difficulties  from  these  restrictions  by  enabling  legis- 
lation. 

COORDINATION  OF  BACK  SHOPS  AND  GENERAL 
REPAIR  PLANTS  FOR  LOCOMOTIVES  AND  CARS 


The  carriers  having  considered  this  subject  only 
locally,  your  organization,  after  consideration,  submitted 
a  plan  to  the  Western  Regional  Coordinating  Committee 
containing  an  outline  for  procedure  in  exploring  this 
field  and  a  tentative  basis  for  concentration  of  repair 
work  that  would  apparently  yield  large  economies  over 
present  methods  of  operation.   The  analysis  of  this  pri- 
mary item  of  operating  costs  is  a  task  of  major  propor- 
tions.  There  is  here  involved  a  capital  investment  value 
approximating  six  billion  dollars.   The  average  annual 
repair  expense  during  the  ten  years,  1923  to  1932,  was 
764  million  dollars,  or  27  per  cent  of  the  total  expense 
of  operation. 

Conferring  with  the  Western  Committee,  arrange- 
ments were  made  for  revision  of  our  outline,  amplifying 
it  in  some  respects  so  that  all  factors  would  receive 
consideration.   Thereupon,  a  committee  composed  of  me- 
chanical and  accounting  officers  of  the  railroads  was 
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appointed  to  make  a  com.prehensive  survey  of  present  facil- 
ities,  methods  of  operation,  costs,  etc.,  and  thereafter 
00  estimate  the  economies  and  improvements  possible  by 
a  practical  coordinated  arrangement.   Later  this  same  ar- 
rajigement  was  extended  to  the  Eastern  and  Southern  Re- 
gions, where  similar  committees  were  appointed. 

Questionaires  for  obtaining  all  important  facts 
In  relation  to  the  subject  are  being  filled  out  by 
individual  lines  and  local  committees,  and  returned  for 
analysis.  The  work  is  well  under  way  and  the  general 
committees  are  proceeding  diligently  to  a  conclusion 
and  will  be  able  to  determine  what  economies  are  prac- 
ticable and  whether  or  not  efficiency  will  be  enhanced. 
The  opportunities  for  economies  probably  lie  in  restric- 
tion of  the  number  of  plants  operated,  and  in  the  co- 
ordination of  operations  and  facilities;  and  the  co- 
ordinated plants  to  be  located  at  strategic  and  ac- 
cessible points  in  each  region,  serving  all  roads;  to 
be  of  modern  construction  and  equipment,  substituting  a 
mass  production  basis  for  the  present  numerous  individual 
plants  operating  intermittently,  two  days  a  week,  or  a 
limited  number  of  days  per  month,  with  employe  earnings 
consequently  low,  notwithstanding  the  standard  wage 
scales.  Many  of  these  individual  plants  are  of  obsolete 
type  and  poorly  equipped. 

The  most  reliable  information  available  indicates 
the  railroads  now  own  403  locomotive  general  repair  shops, 
568  general  repair  car  shops,  ajid  3271  engine  houses.   Of 
the  latter,  1118  are  equipped  to  make  light  repairs  and 
950  equipped  to  mak:e  both  light  and  heavy  repairs.  The 
plan  projected  contemplates  reducing  the  number  of  general 
repair  plajits  very  materially,  such  plants  to  be  located 
and  operated  as  above  indicated,  performing  all  repairs 
of  Class  1,  2,  and  3,  as  outlined  in  U.S.R.A.  Classifi- 
cations; all  Class  4  and  5  and  running  repairs  to  be  made 
in  •engine  houses  properly  expanded  and  equipped  where 
necessary  to  meet  required  conditions  for  such  locomotive 
repairs.  The  same  general  plan  would  be  followed  for 
general  and  heavy  repairs  to  both  freight  and  passenger 
cars. 

It  is  not  now  possible  to  estimate  the  economies 
which  can  be  obtained  by  these  means,  or  to  forecast  all 
the  obstacles  which  will  be  encounitered.   A  great  deal 
has  already  been  accomplished  by  individual  roads  through 
restricting  shop  operations  to  a  few  of  their  most  modern 
plants.  For  the  year  1925  the  amounts  charged  to  shop 
expense,  in  its  western  region,  by  one  of  the  lai-gest 
railroads  in  the  country  was  $5,082,000,  since  when  it 
has  steadily  declined  each  year,  in  1929  being  $3,324,937 
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and  In  1933  $1,456,148.   Its  charges  to  superintendence, 
maintenance  of  equipment,  for  this  region  of  the  line, 
were  reduced  from  $323,475  in  1925,  to  $196,333  in  1929, 
and  to  $56,788  in  1933.   It  is  logical  to  assume  that 
similar  economies  would  be  possible  by  interline  co- 
ordination. 

Although  many  experienced  mechanical  men  have 
made  estimates  of  economies  through  such  coordination, 
some  to  the  extent  of  making  calculations  and  setting 
up  large  amounts  estimated  as  practical  of  attainment, 
with  the  survey  in  its  present  stage  we  do  not  feel 
warranted  or  competent  to  draw  definite  conclusions. 

UP-TOWN  TICKET  OFFICES 


Elaborate  studies  of  this  subject  have  been 
made  by  the  carriers  in  the  Western  Region  and  to  some 
extent  in  other  regions.   At  no  point  have  the  carriers 
deemed  it  expedient  to  recommend  changes  in  present 
practices. 

Many  inconsistencies  exist  in  relation  to  city 
ticket  offices.   Some  lines  provide  elaborate  and  ex- 
pensive offices,  while  others  operate  Jointly  on  a  more 
moderate  scale.   A  survey  at  Chicago  indicated  that  13 
railroads  in  the  Insurance  Exchange  Building  were  able 
to  carry  on  a  Joint  arrangement  so  far  as  office  space, 
expenses,  etc.,  are  concerned,  but  continued  to  have 
separate  ticket  sellers,  telephones  and  other  facilities. 
This  we  think  unnecessary;  material  economy  is  possible 
under  a  complete  Joint  arrangement  of  forces  and  facili- 
ties. We  also  consider  it  entirely  possible  that  if  13 
railroads  can  operate  in  one  office,  the  other  roads 
having  separate  and  expensive  offices  can  operate  in  like 
manner.   These  conclusions  are  based  on  the  fact  that 
sales  of  some  lines  under  Joint  arrangement  surpass  or 
equal  sales  of  individual  offices.  For  example,  one  of 
the  13  lines  in  the  Insurance  Exchange  Building  enjoys 
more  passenger  revenues  from  its  sales  than  another 
comparable  line  having  an  expensive  individual  office. 
Our  survey  also  revealed  that  a  Joint  ticket-selling 
organization,  sponsored  by  the  roads,  appeared  the  most 
effective  method  to  sell  tickets  in  a  metropolitan  area. 
One  unit  of  this  organization,  located  in  a  hotel  in 
Chicago,  with  three  men,  sold  more  tickets  than  any  indi- 
vidual up-town  rail  office  where  more  men  were  employed 
at  higher  wages.   These  uptown  offices  at  many  points 
would  appear  unwarranted  from  the  results  reported  by  the 
carriers*  committees  making  the  surveys.   Many  instances 
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o£  SBlea   expense  ^re  reported  as  being  from  15  to  as  high 
as  25  per  cent  of  the  gross  revenue,  and  in  a  few  in- 
stances as  high  as  40  per  cent.   The  expense  of  the  Joint 
ticket-selling  organization  referred  to  was  three  per 
cent.  Nor  do  we  find  Justification  for  expensive  corner 
leases  in  downtown  locations  in  large  cities  for  selling 
tickets,  in  the  light  of  current  practices  of  carriers 
in  delivering  tickets  by  special  messengers.   Over  25 
per  cent  of  the  sales  are  so  handled  at  points  like 
Chicago.  At  St.  Louis  it  was  readily  admitted  by  some 
of  the  lines  that  the  eight  up-town  offices  could  be 
consolidated  into  one  with  a  saving  of  nine  men  plus 
$22,000  yearly  rent.   It  would  appear  Just  as  logical 
there  to  have  eight  ticket  offices  at  the  Union  Station 
as  it  is  to  have  these  eight  offices  uptown  side  by  side 
or  on  opposite  corners.  These  up-town  offices  are  as  a 
rule  closed  Saturday  afternoons,  Sundays  and  holidays, 
when  usually  passenger  traffic  is  heaviest. 

With  a  view  to  giving  a  broader  opportunity  for 
selling  railroad  tickets  in  Chicago,  we  suggested  to 
the  Coordinating  Committee  for  consideration  the  matter 
of  utilizing  one  of  the  major  telegraph  companies  as  an 
agency  through  which  ticket  sales  could  be  carried  on, 
with  employes  jointly  compensated  by  the  interests 
involved,  or  the  telegraph  company  acting  as  a  direct 
agent  for  the  sale  of  tickets.  The  telegraph  company 
is  particularly  well  adapted  to  meet  this  demand,  as  the 
two  services  can  be  made  more  or  less  complementary  and 
can  be  handled  by  the  telegraph  company  usually  without 
additional  help.  Their  messengers  now  cfeliver  tickets 
sold.   Combined  with  this  arrangement  we  suggested  a 
consolidated  ticket  office  in  the  downtown  area  to  handle 
the  sales  for  all  lines  and  in  which  the  passenger  traf- 
fic representatives  could,  render  satisfactory  service  to 
patrons  seeking  the  service  of  a  particular  line.   They 
could  also  furnish  information  to  the  telegraph  company 
offices  operating  as  Joint  ticket  agencies  throughout 
the  city.  Unquestionably  sales  possibilities  could  be 
extended  by  this  method.   The  telegraph  line  considered 
has  53  offices  in  the  metropolitan  area  and  with  trunk 
line  telephone  service  ajid  messengers,  they  would  render; 
in  our  opinion,  a  more  effective  and  attractive  service 
to  the  public,  to  say  nothing  about  the  economies  possible 
Such  an  arrangement  would  be  merely  an  amplification  of 
the  present  small  ticket-selling  organization  at  the 
hotels,  etc.,  that  has  demonstrated  conclusively  the 
principle  Involved.  What  could  be  done  in  Chicago  in 
this  respect  is  indicative,  in  our  opinion,  of  what  could 
be  done  at  all  points  of  consequence  throughout  the 
country.  The  carriers  declined  to  consider  this  arrange- 
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ment  and  have  undertaken  to  Justify  their  present  methods 
and  retention  of  expensive  up-town  offices,  on  the  theory 
that  their  competitive  situation  demands  this  character 
of  service*  We  do  not  concur  in  these  findings  and 
conclusions,  but  consider  the  practice  one  of  duplicated 
and  unnecessary  extravagence  and  at  most  of  questionable 
value.   In  this  connection  the  Section  of  Transportation 
Service  will  reveal  more  definitely  the  actual  costs  and 
results  obtained  in  its  country-wide  passenger  calcula- 
tions. 
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TO  THE  REGIONAL  COORDINATING  COMMITTEES; 

I  submit  herewith  for  your  consideration  a  re- 
port from  V.  V.  Boatner,  Director  of  my  Section  of  Regional 
Coordination.  This  report  deals  largely  with  the  economies 
which  are  obtainable  from  the  coordination  or  unification  of 
terminal  operations,  although  it  also  discusses  certain  other 
subjects.   In  addition  to  the  main  report,  I  bring  especially 
to  your  attention  Appendix  A,  which  considers  in  more  detail 
the  surveys  of  terminal  unification  possibilities  which  have 
been  made  by  carrier  committees.   The  problems  involved  can 
not  be  well  appreciated  without  consideration  of  this  Appendix. 

It  is  evident  from  Mr.  Boatner's  report  that  an 
Immense  amount  of  time  and  effort  have  been  devoted  by  the 
carriers  to  these  studies.   I  commend  them  heartily  for  this 
cooperation,  and  take  occasion  at  the  same  time  to  say  that 
I  feel  that  excellent  work  has  been  done  by  my  own  small  organ- 
ization in  reviewing  the  studies. 

There  can  be  little  doubt,  I  believe,  that  there 
are  large  and  important  opportunities  for  economies  in  operation 
through  terminal  unifications.  There  may  be,  and  are,  differ- 
ences of  opinion  in  regard  to  the  amount  of  the  savings  which 
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are  practicable,  but  I  feel  siare  that  after  the  studies  which 
have  now  been  made,  few  will  question  the  above  statement.  It 
is  equally  clear,  in  my  Judgment,  that  such  terminal  unifications 
will  not  impair  service  to  the  public.  On  the  contrary,  they 
will  in  general  improve  it.  To  this  statement  there  may  be 
some  dissent,  but  the  fact  is  that  ordinarily  the  wastes  which 
the  unifications  will  eliminate  consume  time  and  retard  service. 
In  the  process  of  elimination,  the  movement  of  traffic  will  be 
expedited. 

Now  that  the  spade-work  of  inquiry  has  largely  been 
done,  the  time  has  come  for  steps  in  the  direction  of  accomplish- 
ment. I  realize  that  there  are  many  practical  difficulties  and 
obstacles  in  the  way.  Communities  must  be  shown  that  they  have 
more  to  gain  than  lose  from  anything  which  will  improve  the 
financial  and  competitive  health  of  the  railroads  and  enable 
them  to  build  up  their  traffic.  The  projects  should  not  be 
inaugurated  without  consultation  with  the  communities.  The 
legal  rights  and  welfare  of  the  railroad  employees  must  be 
considered  and  repsected.  Conferences  and  negotiations  with 
them  will  be  necessary.  Individual  railroad  managements  must 
be  shown  that  they  will  not  be  hurt  by,  and  will  profit  from, 
the  proposed  changes.   Many  contracts  and  other  legal  arrange- 
ments must  be  worked  out. 
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The  extent  of  these  difficulties  and  obstacles, 
however,  is  certainly  not  a  reason  for  failure  to  grapple 
aggressively  with  them.   I  stand  ready,  and  so  does  my  or- 
ganization, to  cooperate  with  you  in  such  endeavors  in  every 
feasible  and  appropriate  way. 


REPORT  ON  REGIONAL  COORDINATION 


TO  THE  FEDERAL  COORDINATOR  OF  TRANSPORTATION: 

^4«  4.    To  the  section  of  your  staff  which  the  vmdersiKned 
tJ^ri^^'v^  assigned  the  study  of  possible  economies  In  opera- 
if?LT^^°^^?  localized  to  particular  places,  lines,  or  ter- 
Jion  Jtfio  ^^i"'?!'"^  terminal  unification.  Joint  use  of  various 
facilities,  pooling  of  train  service,  and  the  like.   Two  proK- 

warJI^Sn^r.?^!^  it^""   rendered.   They  outlined  the  work  Ldfr 
way  and  described  the  surveys  which  were  being  carried  or  for 
iJ^^"P°^^  f  determining  the  opportunities  for  elimlnat'lon 
.Ut         ,^^   unnecessary  expense.   The  present  report  de- 
fSfiS®^'i*v  8®r^e^al,  the  results  of  these  surveys,  many  of 
which,  although  not  all,  have  now  been  completed. 


TERAHNALS 

r^«„+^     Terminal  operations  are  responsible  for  so  larce  a 

movemeSt°of7ii??f?  t^'^t'^^V   *"*^  o°^B^me   so  much  time  in  the 
nnl!?^!:  *;  ^^^t^^°   ^^^  they  are  of  prime  importance  in  the 

o?  ri?i^«i°"  ?f  opportunities  for  profitable  coordination 
or  railroad  activities. 

+,„„,,„   Scope  of  Surveys.   Surveys  have  been  made  at  prac- 

iinv  o?  tilJ"     t^^   "^^"^  ^""^   ^^"^^^   ^y  *'°  °^  "'O'-e  railroads. 
lSlv?Li??v'  °r,l   °°^se  are  small  points  where  expenses  are, 
th^al  a^o^^'  ?^''°  ^^^   consequence.    Collectively,  even 
excfntiTo  S°i"*f  ^ff.^'  importance.   The  surveys,  with  some 
exceptions,  were  Instituted  at  the  direction  of  the  Reaional 

S^'^^f-J"^*^?^  Committees  of  the  carriers,  and  have  been  con- 

of  the  ^nti^faL^°??"^^^^^"*'^®  ""P'  **  ®*^°^  P°^"*»  °f  officers 
?,«„  V  ^"^s'^ested  lines.   Our  own  regional  organization  is.  as 

in  t£°«Ar^!vI  T^^-   "r^r^^  ^^  ^"  participated  directly 
dLioLUT®^^  *v  f^^  °^   *^®  ^^8®^  points,  and  it  has  en- 
nof^r!?  *°  °^v?^  *^®  results  secured  at  other  points.   It  has 
nhLv  K„?  f?^^  v°  °°''®'"  ™*^  °^   ^^e  smaller  points  in  tois 
nn?^  iv.*^^  ^*  ^^  ^^^"^   sufficiently  extensive  to  appraise.  «ot 
only  the  general  character  of  the  work  done  by  the  local  oo«- 
mittees,  but  much  of  the  detail  of  their  work 


In  all,  5,015  projects  have  been  or  are   being 
studied,  the  great  bulk  of  which  relate  to  terminal  opera- 
tions. Reports  have  been  made  upon  4,915  of  these  projects, 
but  are  still  pending  in  the  case  of  the  remainder,  102.  Am 
shown  in  Appendix  0  hereto,  the  railroads  have  reported  po- 
tential economies  at  |84,688,484.  Reports  which  have  been 
received  but  not  yet  approved  by  the  Coordinating  Committees 
show  ♦6,916,655,  a  total  of  #51^605,139.   Your  regional  staff, 
as  a  result  of  various  studies,  has  augmented  the  carriers' 
estimates  by  16,122,475..   For  reasons  which  are  explained 
and  illustrated  in  considerable  detail  in  Appendix  A,  your 
Director  has  increased  them  still  further  by  #8,565,754,  and 
regards  #10,000,000  as  a  conservative  estimate  of  the  econ- 
omies possible  at  Chicago,  where  a  report  is  still  pending. 
These  additions  bring  the  total  to  #56,095,498.   Other  sur- 
veys yet  in  process,  some  of  them  at  comi>aratively  large 
points,  the  results  of  which  ccumot  now  be  estimated,  will 
increase  this  total  still  further.  With  very  minor  excep- 
tions, the  above  estimates  are  confined  to  operations  with- 
in the  terminal  areas.   They  could  be  expanded  materially, 
in  many  Instances,  if  the  flow  of  treLffic  into  and  out  of 
the  terminal  area  were  controlled  by  various  Joint  traffic 
arrangements. 

In  view  of  the  great  magnitude  of  the  investments 
in  radlroad  property  and  facilities  within  the  terminal  areas » 
the  necessity  for  considering  service  to  the  public  by  the 
cau^riers  both  collectively  and  individually,  and  the  complex- 
ities of  competitive  situations,  the  work  involved  in  these 
surveys  has  been  of  very  l€u:'ge  proportions  and  has  consumed 
much  time  and  effort.  Both  have  been  generously  applied, 
and  it  is  evident  that  much  has  been  accomplished.   The  car- 
riers €U?e,  subject  to  the  qucLLifications  noted  in  Appendix  A, 
entitled  to  hearty  commendation  for  their  efforts  to  oomplj 
with  the  Emergency  Railroad  Transportation  Act,  1955,  and  the 
requests  of  the  Coordinator. 

The  Objective  of  the  Surveys.   In  Appendix  A  audi 
Appendix  B,  the  objective  which  the  Coordinator  had  in  mini 
for  these  surveys  is  made  plain.  It  was  to  discover  the 
opportunities  for  economy  in  terminal  operations  which  are 
physically  possible,  regardless  of  the  difficulties  which 
might  be  encountered  in  recuLlzing  these  opportunities,  Oilng 
to  the  competitive  relations  of  the  individual  lines.   It 
was  thought  best  to  discover  the  physiccG.  possibilities 
first  and  deal  later  with  these  difficulties,  in  order  that 
the  prizes  to  be  gained  if  they  were  overcome  might  be  clear 
and  furnish  an  effective  incentive  to  effort  in  surmounting 
the  obstacles. 


Many  of  the  local  survey  committees  followed  this 
course  with  much  fidelity.   Their  reports  have  been  compre- 
hensive and  they  have  estimated  conservatively  the  savings 
attainable  under  fully  coordinated  arrangements,  at  the  same 
time  keeping  in  mind  the  necessity  for  proper  and  adequate 
service  to  the  public  and  providing  therefor.   We  commend 
these  excellent  surveys. 

On  the  other  hand,  reports  submitted  by  numerous 
other  committees  reflect  the  disposition  of  the  managements 
and  employees  to  retain  the  individual  activities  of  their 
lines  in  terminal  operations,  thus  greatly  reducing  the 
savings  and  improvements  in  service  which  are  obviously  pos- 
sible.  Many  concrete  illustrations  of  this  disposition  and 
the  results  to  which  it  led  are  given  in  Appendix  A.   It  is 
not  practicable,  beyond  certain  limits,  to  coordinate  and 
individualize  at  the  same  time.   The  inclination  to  resist 
coordination  seems  to  be  predicated  upon  the  theory  that 
each  line  is  a  private  undertaking  having  nothing  but  indi- 
vidual responsibilities. 

On  exclusive  local  traffic,  there  is  some  Justi- 
fication for  this  theory,  although  common  carrier  responsi- 
bilities apply  to  even  such  traffic.   But  on  through  traffic, 
the  movement  of  which  requires  more  than  one  line,  and  which 
now  constitutes  77  per  cent  of  all  freight  carload  traffic, 
each  line  forms  only  a  part  of  the  through  route  and  performs 
only  a  part  of  the  required  carrier  service.   A  single  line 
would  Jiardly  seem  warranted  in  retarding  the  flow  and  increas- 
ing the  expense  of  such  through  traffic  by  multiplying  vard- 
ings,  switching,  and  accessorial  services  in  order  to  preserve 
practices  and  assumed  advantages  which  at  best  are  of  ques- 
tionable value.   There  is  a  marked  distinction  between  oper- 
ating a  private  company  which  is  engaged  in  a  public  calling, 
and  forms  only  a  link  in  the  chain,  and  operating  a  factory 
or  store  privately  owned  and  doing  a  wholly  individual 
business. 


Some  of  the  reports  controlled  by  this  individual- 
ity complex,  when  analyzed  by  your  organization,  revealed 
greatly  amplified  possibilities.   Many  illustrations  are 
given  in  detail  in  Appendix  A.   Our  expansions  of  the  esti- 
mates were  made  only  after  personal  analysis  of  the  physi- 
cal situations,  review  of  what  the  carriers  have  been  able 
to  accomplish  in  actual  practice  on  their  own  systems  or 
with  other  carriers  through  coordination,  comparisons  with 
surveys  and  estimates  made  by  committees  at  other  points 
with  similar  characteristics,  and  weighing  all  these  fac- 
tors by  Judgment  based  on  long  practical  experience. 


The  Desire  for  Individual  Service.   The  point  made 
above  warrants  further  comment.   Joint  facility  arrangements 
are  in  effect  at  many  common  points*   Were  it  not  for  certain 
physical  difficulties,  such  arrangements  could  be  made  general 
at  all  smaller  common  points  throughout  the  entire  country 
with  large  savings.   Ordinarily,  Joint  arrangements  in  small 
coimnunities  can  be  effected  without  impairing  the  individual 
position  of  lines  and  with  much  convenience  to  the  public. 

In  the  larger  centers,  the  situation  is  more  com- 
plicated both  physically  and  practically,  the  difficulties 
being  enhanced  by  the  importance  which  most  carriers  attach 
to  their  individual  operations  in  the  areas  which  produce 
heavy  tonnage,  operations  which  are  necessary,  they  assert, 
to  preserve  their  ability  to  compete  for  traffic  and  render 
satisfactory  service.   It  is  an  gtxiom  in  the  railroad  world 
that  a  line  with  adequate  terminal  facilities,  which  embrace 
all  requisites  for  satisfactory  service  in  an  industrial 
section,  will  secure  a  major  share  of  the  traffic  flowing  in- 
to and  from  such  area  and  enjoys  a  "good  will"  value  far  be- 
yond the  line  not  so  intrenched. 

• 

Such  "good  will"  depends,  of  course,  on  the  char- 
acter and  quality  of  the  service  furnished  and  also,  to  some 
extent,  on  courteous  and  accommodating  personnel.   The  latter 
has  reference  to  the  officers  and  employees  who  come  into 
direct  contact  with  patrons.   So  far  as  the  mechanism  of 
operations  is  concerned,  and  the  employees  having  to  do  with 
that  mechanism,  shippers  are  Interested  only  in  the  quality 
of  the  resulting  product,  I.e.,  the  service  furnished.   It 
is  with  reference  to  this  mechanism  of  operation,  such  ae 
yards,  Joint  main  tracks,  engine  houses,  repair  and  servic- 
ing facilities,  and  transfer  runs,  that  coordination  can  be 
utilized  to  the  greatest  advantage.   Its  purpose  is  to 
eliminate  wastes  and  unnecessary  expense,  and  in  the  proc- 
ess it  will  at  the  same  time  eliminate  or  reduce  time  con- 
sumed in  operation  and  delays  in  service.   No  one  who 
faithfully  explores  the  maze  of  classifications  and  trans- 
fers and  unnecessary  movements  which  are  Involved  in 
Individual  railroad  operations  within  a  large  terminal 
district  can  have  any  doubt  on  this  point.   Coordination 
in  terminal  areas  will,  therefore.  Improve  the  quality  of 
the  railroad  product  and  Increase  the  element  of  shipper 
"good  will"  for  all  the  railroads  concerned. 

Nevertheless,  the  fears  persist  that  coordination 
will  diminish  the  advantages  which  lines  strategically  lo- 
cated in  such  areas  now  enjoy.   These  fears  pervade  the 
entire  personnel  and  have  a  far-reaching  effect.   As  pointed 
out  in  greater  detail  in  Appendix  A,  modern  conditions  and 


requirements  tend  in  large  measure  to  lessen  these  strategic 
advantages,  and  their  exact  value  In  a  reciprocal  switching 
area  has  never  been  measurable.   When  realization  sinks  In 
of  the  counter  advantages  which  coordination  can  produce  In 
both  expense  and  service,  It  Is  believed  that  the  attitude 
of  railroad  managements  will  chauige.   These  advantages  can 
be  made  to  yield  reasonable  compensation  for  all  Interests. 

At  the  risk  of  repetition,  attention  may  again  be 
directed  to  the  fact  that  It  makes  little  difference  to  an 
Industry  whether  Engine  No.  1  with  Foreman  Smith  sets  and 
pulls  the  oars  or  whether  they  are  handled  by  Engine  No.  2 
with  Foreman  Jones.   Certainly  no  Industry  cares  which  of 
such  units  switches  the  cars  In  the  classification  yard 
some  10  or  15  miles  away,  or  which  transfers  the  cars  be- 
tween the  classification  yards  and  the  industrial  area,  or 
to  the  team  tracks.   No  purchaser  is  concerned  whether  the 
socks  he  buys  from  Marshall  Field  &  Company  are  knitted  in 
that  company's  plant  in  North  Carolina  or  procured  from  a 
separately-owned  knitting  mill  in  Massachusetts.   The  mills 
and  their  personnel  obviously  have  no  "good  will"  value  in 
the  merchandising  of  Marshall  Field  &  Company's  goods,  other 
than  that  the  quality  and  price  of  the  socks  be  acceptable. 
Yet  the  desire  to  retain  control  and  direct  the  performance 
of  similar  operations  seems  to  be  regarded  as  of  much  con- 
sequence by  many  railroads.   The  illustrations  in  Appendix 
A  show  the  extent  to  which  this  desire  exists. 


Other  Obstacles  to  Coordination.   The  labor  prob- 
lem is  undoubtedly  a  serious  obstacle  to  the  working  out  of 
coordination  projects.   Section  7  (b)  of  the  Emergency  Act 
is  not  wholly  responsible  for  this  problem,  for  it  existed 
prior  to  the  Act.   Labor  has  always  been  a  factor.   Each 
line  has  its  own  seniority  rosters  and  working  conditions 
which  present  difficulties,  and  must  always  give  fair  and 
Just  consideration  to  its  labor  obligations.  Yet,  for  rea- 
sons which  the  Coordinator  has  pointed  out,  this  obstacle  is 
not  Insurmountable.   It  should  yield  to  negotiations  con- 
ducted by  both  sides  with  realization  of  the  fact  that  their 
own  welfare  is  bound  up  with  the  welfare  of  the  industry. 
Competitive  transportation  forces  are  now  too  prevalent  and 
potent  to  be  disregarded.   They  cein  only  be  met  by  bringing 
railroad  expenses  and  rates  to  the  lowest  reasonable  level 
and  raising  service  at  the  same  time  to  the  highest  reason- 
able level. 

Mortgages  may  cause  difficulties  in  coordination, 
where  they  are  involved  on  property  released  by  one  line  to 
effect  savings  for  all  lines,  but  these  difficulties  should 
be  capable  of  solution.   Such  mortgages  usually  cover  other 


portions  of  the  lines,  and  if  the  arrangement  can  be  made  per- 
manent, with  demonstrated  advantage  to  the  releasing  lines, 
satisfactory  adjustments  with  the  mortgagees  should  not  be 
hard  to  reach.   Certainly  the  latter  have  nothing  to  gain  by 
standing  in  the  way  of  improvements  which  will  increase  net 
earnings. 

After  dealing  with  the  situation  and  with  the  car- 
riers^ officers  and  managements,  during  the  two  years  in 
which  your  organization  has  been  active,  your  Director  be- 
lieves that  the  considerations  described  above,  and  particu- 
larly the  desire  to  retain  individuality  of  service,  consti- 
tute the  chief  obstacles  to  terminal  coordination  and  are 
responsible  for  the  adverse  attitude  which  now  exists  in  the 
case  of  many  of  the  railroads. 

The  Method  of  Coordination.    The  most  logical  and 
completely  effective  way  to  coordinate  extensive  terminal 
operations  would  be  to  create  a  separate  corporation,  con- 
trolled by  the  interested  lines,  to  take  over  the  ownership 
of  all  property  and  facilities  affected  and  render  a  complete 
service  for  all  interests  in  the  prescribed  terminal  area. 

There  are,  however,  complications  in  such  procedure, 
by  reason  of  mortgage  restrictions,  leases,  contracts,  traffic 
advantages,  property  not  required  for  collective  use,  and 
special  operations  such  as  general  shops,  suburban  service, 
etc.,  which  may  best  be  left  to  the  owning  lines.   It  would 
require  an  indefinite  time  to  resolve  these  difficulties  and 
work  out  all  details,  and  might  involve  certain  capital  ex- 
penditures in  the  acquisition  of  properties.   The  same  gen- 
eral results  can  be  obtained,  with  far  less  confusion  and 
delay,  by  the  establishment  of  a  terminal  association  in 
which  each  line  will  participate  on  relatively  equal  terms. 
Such  an  association  could  take  over,  under  reasonable  leas- 
ing arrangements,  all  facilities  required  in  the  area  to 
render  adequate  service  for  all  interests,  and  operate  as 
a  Joint  agency  for  all  the  railroads  in  the  area,  expanding 
and  contracting  as  circumstances  might  make  expedient.   In 
fact,  such  arrangements  are  practicable  without  actual  leas- 
ing of  property,  under  contracts  for  the  pooling  of  opera- 
tions, as  has  been  demonstrated  in  actual  practice  at  Los 
Angeles,  Houston,  and  other  places. 

Districts  wholly  served  by  a  single  carrier  opera- 
tion, involving  no  duplication  in  service  and  facilities  and 
no  unnecessary  expense,  could,  where  desirable,  be  excluded 
from  the  arrangement.   In  such  instances,  provision  should 
be  made,  however,  so  that  the  coordinated  terminal  manage- 
ment would  have  sufficient  authority  over  the  independent 
operation  to  insure  that  it  will  blend  effectively  and 
economically  with  the  unified  terminal  operations. 


COORDINATION  BEYOND  TERMINAL  AREAS 

Previous  reports  indicated  that  frequently  economies 
could  be  considerably  expanded  if,  in  surveying  the  opportuni- 
ties in  a  terminal  area  for  coordination  of  operations  and 
facilities,  the  exploration  were  extended  beyond  the  immediate 
area  to  the  degree  necessary  to  overcome  physical  restraints 
within  the  terminal  limits,  thus  avoiding  prohibitive  or  ab- 
normal capital  expenditures  that  cannot  be  undertaken  at  this 
time.   In  a  few  instances  the  survey  committees  have  extended 
their  inquiries  along  such  lines.   Outstanding  illustrations 
are  Pittsburgh,  Buffalo,  Duluth,  and  the  Uniontown-Brownsvllle 
district. 

To  get  the  traffic  into  a  concentrated  yard  or  area 
and  reduce  switching  and  interchange  in  order  to  effect  ma- 
terial savings,  it  is  frequently  necessary  to  control  the  flow 
before  the  traffic  enters  the  terminal  district.   At  the  above- 
mentioned  points,  the  studies  went  into  that  phase  of  the  sit- 
uation.  The  results  amply  justified  the  procedure,  and  It  was 
found  that  the  traffic  flow  could  thus  be  controlled  with 
little  effect  upon  the  operation  of  any  individual  line.   If  a 
like  course  were  pursued  throughout  the  country,  where  similar 
conditions  obtain,  the  estimated  savings  would,  in  many  cases, 
be  considerably  enhanced.   Furthennore,  pooling  the  movement 
of  carload  and  less-than-carload  traffic,  discussed  in  our 
report  of  February  14,  19C;5,  would  add  to  the  savings  in  large 
degree.   Specific  instances  of  such  opportunities  for  pooling 
were  referred  to,  as,  for  example,  between  Omaha  and  Chicago. 
The  survey  of  the  carriers  of  the  area  between  Portland, 
Oregon,  and  Vancouver,  B.C.,  and  Ellensburg,  Washington,  fur- 
ther demonstrates  the  possibilities  in  this  respect.   Applying 
switching  costs  per  car  outlined  in  our  progress  report  of 
February  14,  which  are  a  little  lower  than  the  average  switch- 
ing rates  of  the  country,  and  considerably  lower  than  costs 
reported  by  your  Section  of  Transportation  Service,  the  econ- 
omies estimated  appear  highly  conservative,  although  here,  as 
elsewhere,  the  use  of  a  yardstick  is  not  wholly  accurate,  for 
the  reason  that  operations  and  conditions  nowhere  yield  to 
exact  vardstick  measurement. 


CONFERENCES  ON  COORDINATION 
KANSAS  CITY,  INDIANAPOLIS,  AND  BIRMINGHAM 

In  your  communication  of  July  17,  1934,  to  the 
Regional  Coordinating  Committees  you  requested,  as  a  test  of 
the  practical  obstacles  in  the  way  of  realizing  the  opportu- 
nities disclosed  by  the  surveys  for  obtaining  economies 
through  terminal  coordination,  that  at  three  representative 
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points,  one  in  each  of  the  regions,  conferences  and  negotia- 
tions be  undertaken  by  the  interested  lines  to  see  whether 
they  could  agree  upon  a  plan  for  making  the  proposed  coordi- 
nation effective.   If  they  could  not  agree,  they  were  re- 
quested to  report  in  detail  the  reasons  for  the  failure. 
The  three  points  originally  selected  were  Kansas  City, 
Detroit,  and  Birmingham.   Later,  Indianapolis  was  substi- 
tuted for  Detroit. 


Eight  of  the  twelve  lines  involved  at  Kansas  City 
proved  willing  to  go  along  with  a  complete  pooling  arrange- 
ment for  a  trial  period.   Unanimous  agreement,  however, 
could  not  be  reached.   An  effort  is  now  being  made  to  make 
effective  such  economies  as  can  be  had  without  property 
commitments  or  relinquishment  by  any  line  of  a  major  por- 
tion of  its  activities  within  the  terminal  area.   Obviously 
little  economy  or  beneficial  effect  on  carrier  service  will 
result  from  such  a  limited  arrangement. 

At  Birmingham,  the  report  of  the  conference  com- 
mittee indicates  that  the  lines  are  unwilling  to  proceed 
upon  any  basis  tending  to  change  present  control  over  their 
own  individual  operations  within  the  terminal  area.   This 
has  been  the  extent  of  their  reply  to  your  request.   We  have 
asked  for  further  conference  with  the  executives  of  the  in- 
terested lines.   Detailed  comment  on  the  Birmingham  situation 
appears  in  Appendix  A. 

A  committee  representing  the  interested  lines  at 
Indianapolis  reports  that  a  serious  endeavor  is  being  made  to 
effect  a  general  pooling  arrangement  without  disturbing  prop- 
erty ownership. 


FREIGHT  HOUSES,  TEAM  TRACKS,  PRODUCE  TERMINALS, 
DOCKS,  WAREHOUSES,  AND  APPURTENANCES 

The  number  of  these  facilities  can  be  materially  re- 
duced and,  in  our  opinion,  the  public  will  continue  adequately 
to  be  served.   It  is  clearly  shown  in  the  surveys  that  Joint 
use  of  facilities  of  this  character  will  effect  material  sav- 
ings in  operation.  Probably  of  as  great  importance  is  the 
fact  that  under  coordinated  operation,  additional  duplicate 
facilities  would  not  be  built.  Each  line,  operating  separate- 
ly, when  faced  with  a  competitor  establishing  facilities  of 
this  character,  feels,  to  protect  its  own  position,  that  it  is 
forced  to  construct  and  operate  similar  facilities  within  the 
same  area,  when  one  unit  would  ordinarily  accommodate  ade- 
quately the  traffic  involved.   This  is  now  going  on  in  the 
construction  of  water-level  piers  at  Norfolk,  and  produce  ter- 
minals at  Cincinnati. 


POOLING  OPERATIONS 

In  passenger  service,  there  is  pronounced  duplica- 
tion in  operation  of  passenger  trains  between  the  various 
travel  centers,  these  trains  frequently  departing  from  and 
arriving  at  terminals,  over  different  lines,  at  the  same 
hours.   Some  of  the  service  is  Justified,  to  meet  intermedi- 
ate needs.   But  there  is  no  Justification  for  simultaneous  de- 
partures and  arrivals  over  all  of  the  lines  between  important 
points,  such  as  exist  between  Chicago  and  the  Twin  Cities,  and 
between  Chicago  and  St.  Louis,  and  numerous  other  centers. 
Nor  is  there  Justification  for  the  large  number  of  tiirough 
cars  over  several  routes  to  the  same  points,  with  small  per- 
car  occupancy.  A  check  made  by  your  southern  regional  direct- 
or of  nine  such  cars  operating  to  Florida  points,  in  January, 
1935,  showed  an  average  of  6.3  passengers  per  car,  with  aver- 
ages of  four  of  the  cars  -2.0-2.2-2.4-  and  3.5  passen- 
gers per  trip,  respectively.  It  is  doubtful  if  such  cars  pay 
their  way,  and  they  subtract  that  much  from  the  other  Florida 
trains,  of  which  there  are  an  ample  number.   Some  consider- 
ation has  been  given  to  pooling  these  activities,  but,  incident 
to  intermediate  traffic  involved,  it  has  been  difficult  for  the 
railroads  to  work  out  a  satisfactory  schedule  for  each  line 
that  would  enable  it  to  enjoy  what  it  considers  its  share  of 
the  traffic.   This  duplication  has  been  accentuated  by  modern, 
streamlined  trains,  and  faster  schedules,  recently  added  to 
the  normal  complement  of  schedules  in  effect.   Capital  expend- 
itures of  considerable  consequence  are  being  made  by  some  lines 
to  provide  this  new  service.   It  appears  that  the  duplication 
is  becoming  more  and  more  pronounced.   Investigation  of  this 
phase  is  now  under  way,  but  the  data  are  not  yet  available  for 
report. 
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Modernization  of  passenger  equipment,  through- light- 
weight, Diesel-powered,  stream-lined  trains,  and  the  new  high- 
speed, steam-powered  trains,  reflect  a  commendable  effort  on 
the  part  of  the  carriers  to  meet  modern  travel  requirements. 
We  suggest  that  no  obstacle  be  placed  in  their  way  in  this  re- 
spect.  The  Coordinator  and  his  staff  have  endeavored  to  en- 
courage innovations  and  wholesome  experimentation  along  these 
lines.   Not  only  is  it  important  that  the  railroads  make  every 
reasonable  effort  to  retain  the  present  volume  of  their  pas- 
senger traffic,  but  it  is  imperative  for  them  to  increase  it 
to  the  greatest  extent  possible.   On  the  other  hand,  with  un- 
controlled duplication  between  roads,  it  appears  probable  that 
any  increased  revenues  will  be  completely  dissipated  and  a 
considerable  depletion  of  net  earnings  result.   Innovations  In 
equipment  and  service  should  be  encouraged,  but  there  is  no 
reason  why  a  number  of  lines  operating  between  common  points 
should  not  pool  their  operations,  even  to  the  extent  of  pool- 
ing revenues,  if  necessary  to  obviate  the  abnormal  expense 
that  will  other  wise  accrue. 


UPTOWN  TICKET  OFFICES  AND  SALES  PRACTICES 

This  subject  was  commented  upon,  In  some  detail,  in 
our  progress  report  of  February  14.   From  the  information  re- 
ceived, concerning  expense  and  results  secured  therefrom,  it 
is  obvious  that  many  practices  engaged  in,  relative  to  uptown 
ticket  offices,  are  duplicate  arid  wasteful,  and  the  results 
secured  from  many  of  these  extravagant  operations  are  not  of 
sufficient  consequence  to  Justify  the  procedure . 

Since  making  this  report,  your  Section  of  Transpor- 
tation Service  has  made  an  elaborate,  detailed  report  on  the 
passenger  traffic  performance  of  the  railroads,  and  has  so 
completely  developed  sales  practices  and  costs  Incident  there- 
to, with  relative  results  secured,  that  we  feel  it  unnecessary 
to  make  any  further  comment  in  regard  to  this  particular  mat- 
ter. 


FREiaHT  SERVICE 

In  our  report  of  February  14,  1935,  we  outlined  how 
material  reduction  in  cost  of  operating  fast  freight  service 
could  be  obtained  by  pooling  operations  between  common  points. 
This  would  not  only  produce  line  economies,  but  materially  en- 
hance the  savings  that  would  accrue  in  terminals.   The  subject 
was  dwelt  upon  at  length  in  the  previous  report  and  is  only  re- 
ferred to  here  to  stress  the  potential  economies  Inherent  In 
such  arrangements,  and  again  to  call  attention  to  the  fact 
that  the  public  would  suffer  no  inconvenience  from  such  oper- 
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atlon.   &enerally  the  service  woiild  Improve.   The  savings  esti- 
mated from  such  pooling  of  less-than-carload  operations  In  and 
out  of  Chicago  alone  approximate  $3,600,000  yearly,  and  a  low 
estimate  for  the  country  Is  $23,000,000.   Extended  to  carload 
traffic,  such  operations  have  further  possibilities  of  economy 
of  even  greater  proportions.  Pursuing  such  pooling  of  oper- 
ations to  the  maximum.  In  our  opinion,  would  produce  more  than 
twice  the  savings  to  the  railroads  shown  as  possible  In  the 
estimates  relative  to  coordination  of  facilities  and  operations 
In  terminals  and  environs. 


ABANDONMENT  OF  JOINT  USE  OF  LINES 

Our  progress  report  of  February  14,  1935,  set  forth 
the  action  we  have  taken  with  respect  to  this  particular  Itea 
of  operating  expense.   It  was  also  explained  that  as  the  rail- 
roads can  apply  direct  to  the  Interstate  Commerce  Commission 
or  State  commissions  to  secure  authority  for  abandonments  of 
lines  or  Joint  use,  we  have  not  gone  extensively  Into  this 
matter. 

The  difficulty  experienced  In  overcoming  one  of  the 
primary  obstacles,  that  of  mortgage  provisions,  was  explained 
In  detail.   Obviously,  a  disposition  to  deal  more  aggressively 
with  this  obstacle  Is  to  be  desired.   The  press  has  carried 
statements  of  various  executives,  and  of  the  President  of  the 
Association  of  American  Railroads,  In  regard  to  the  large 
amount  of  mileage  now  Jointly  operated  and  the  frequent  Joint 
use  of  facilities,  stating  that  coordination  of  facilities  and 
services  of  this  character  Is  nothing  new.   It  Is  true  that  a 
large  amount  of  mileage  Is  Jointly  used,  but  there  has  been  no 
wide  accomplishment  In  the  abandonment  of  one  of  two  parallel- 
ing lines  and  Joint  use  of  the  other.   Definite  arrangements 
of  this  kind  have  been  effected.  In  a  few  Instances  of  conse- 
quence during  the  past  two  years,  with  relatively  large  re- 
sulting savings.  Others  are  now  being  considered. 

There  Is  so  much  parallel  mileage,  particularly  of 
light  lines,  where  all  the  traffic  of  the  two  could  be  amply 
accommodated  on  one,  under  Joint  operation,  that  economies  in 
this  respect  could  reach  proportions  of  consequence.   The 
possibilities  greatly  exceed  those  claimed  by  the  Pi*esldent 
of  the  Association  of  American  Railroads  as  having  been  real- 
ized in  the  past.   It  is  significant  that  all  such  statements 
concede  that  Joint  use  of  one  line  by  two  or  more  carriers  is 
economical,  as  compared  with  a  line  for  each  carrier,  where 
the  traffic  can  be  adequately  and  efficiently  accommodated; 
also,  that  economies  result  from  Joint  arrangements  or  unified 
operation.   This  position,  however,  has  not  always  been  taken 
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by  the  committees  reporting  on  Just  such  arrangements  under  the 
Act,  as  we  shall  point  out.   It  has  been  our  purpose  to  demon- 
strate the  economies,  from  the  experience  with  the  unified  oper- 
ations and  Joint  use  of  lines  and  facilities  now  actually  in 
effect,  and  we  are  reassured  in  our  conclusions  in  this  respect 
by  the  public  statements  of  rail  executives  and  the  President 
of  the  Association  of  American  Railroads. 

A  few  outstanding  illustrations  of  such  situations 
with  possibilities  seemingly  great  are  here  mentioned:   These 
are  the  Chicago  &  North  Western  and  the  Chicago,  Burlington  & 
Quincy  lines  between  Illco  and  Shoshoni,  Wyoming,  referred  to 
in  our  progress  report  of  February  14;  the  Union  Pacific,  the 
Utah,  and  the  Rio  G-rande  &  Copper  Range  operations  between 
Helper  and  Ogden,  Utah;  the  six  lines  between  Toledo  and  De- 
troit; and  the  lines  between  Portland,  Vancouver,  and  Ellens- 
burg,  Washington. 

In  regards  to  the  North  Western-Burlington  situation 
in  Wyoming,  it  was  shown  that  savings  of  $94,000  per  annum 
could  be  realized  by  Joint  use  of  the  Burlington  lines. 

The  Utah  situation  was  reported  upon  without  survey 
and  negative  results  were  indicated.   Our  estimate  on  this 
project,  extended  to  include  pooling  of  facilities  and  opera- 
tions throughout  the  area,  including  Salt  Lake  City,  is  that 
the  potential  savings  approximate  $800,000  per  annum. 

Between  Toledo  and  Detroit,  it  was  suggested  that  a 
study  based  on  confining  operations  to  the  two  double-track, 
parallel  lines  of  the  Michigan  Central  and  the  Detroit  & 
Toledo  Shore  Line,  eliminating  four  other  routes,  be  surveyed 
and  reported  upon.  A  committee  made  report  on  a  limited  con- 
centration and  estimated  a  saving  of  $115,9.32  per  annum.  By 
utilizing  the  plan  we  suggested,  the  estimate,  based  on  the 
figures  submitted  by  the  committee,  would  result  in  reduction 
in  train  mileage  alone  that  would  yield  economies  approximat- 
ing $450,000  per  annum.   There  are  further  possibilities  in 
collateral  operations  that  would  augment  this  estimate. 

The  Portland-Vancouver-Ellensburg  project  was  sur- 
veyed by  a  committee  which  estimated  savings  of  $253,497  from 
such  an  arrangement.   There  are  a  great  number  of  paralleling 
situations  of  this  nature  all  over  the  country  that  are  sus- 
ceptible to  treatment  by  Joint  use  and  pooling,  the  amount  of 
savings  being  limited  by  the  extent  to  which  the  process  is 
engaged  in.   Such  projects  offer  great  possibilities  of 
economy. 
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The  serious  difficulties  militating  against  these 
arrangements  lie  In  mortgage  restrictions,  public  resistance, 
and  reluctance  upon  the  part  of  the  carriers  to  relinquish  In- 
dependent access  anTl  operation.  None  of  these  obstacles  Is 
Insurmountable,  but  they  will  require  time  and  negotiation  and 
a  definite  effort  upon  the  part  of  Interested  lines  to  arrange 
the  most  economical  operation  with  due  regard  for  public  ser- 
vice.  Many  arrangements  exist  where  one  line  uses  another's 
tracks  over  a  considerable  distance  Into  terminals  to  effect 
economies,  such  arrangements  having  been  made  when  the  Junior 
line  was  constructed.   This  Joint  operation  has  not  In  such 
cases  affected  the  Identity  of  the  Junior  line  in  the  commu- 
n?  thf°+^!?$?®'^  °^  prevented  such  line  from  enjoying  Its  share 
of  the  traffic.   Outstanding  illustrations  of  present  operat- 
ing arrangements  of  this  nature  are  the  operations  of  the 
Santa  Fe  and  the  Southern  Pacific  from  Mojave  to  Bakersf leldr 
those  of  the  Union  Pacific  and  the  Santa  Fe  from  Santa  Barbara 

Q^»tSL^®^®°i-,!'^f?  °J   *^®  ^^^'  Mobile  &  Northern  and  the 
Southern  from  Slide 11  to  New  Orleans;  those  of  the  (Julf  Coast 

M^^^n  f"  ^®  ^?^?°  *  Mississippi  Valley  from  Baton  Rouge  to 
New  Orleans;  and  those  of  the  Chesapeake  &  Ohio  and  the  South- 
ern from  Charlottesville  to  Washington.   There  are  numerous 
such  arrangements  throughout  the  country.  Recently  effected 
was  the  line  abandonment  of  60  miles  of  main  track  of  the 
Duluth,  South  Shore  &  Atlantic  and  the  use  of  the  Northern 
Pacific  line  from  Superior  to  Ashland,  with  savings  of  a 
relatively  large  amount  to  the  former  and  corresponding 
rental  return  to  the  latter. 

4*4   .   Attention  was  called  in  our  previous  report  to  SDe- 
olflc  Instances  of  inability  to  satisfy  mortgage  restrictions 
and  requirements  of  trustees.  Without  question  the  financial 
n!pnto^,°5  tl?e  properties  would  be  Improved  were  these  arrange- 
ments made  effective.   It  is  suggested  that  definite  in- 
stances  be  submitted  where  agreements  with  trustees  cannot  be 
reached  and  that  an  order  issue  from  the  Coordinator.  This 
^ltl^   nfo^f^^®  reviewed  by  the  courts  for  determination  of  the 
ll^l   questions  involved,  with  a  view  to  facilitating  the 
progress  of  economy  and  Improvement  in  earnings,  not  only  on 
cSrfIr  °"  °^  ^^"'  covered,  but  on  the  entirt  system  of  tSe 


+  X.    ,-7®  ^'^®  "°^  undertaken  to  secure  definite  fltmrpn  na 
to  branch  line  or  light  mileage  that  is  being  ope  rite  i^  a 

i?I^swtItIon"f.n^i?f  ^'°^^ri^  ^^^^^^  purSfse'^under  modern 
hpf^  So^   ^  conditions  and  demands.  Various  estimates  have 
llll  ^«??.^"^  unquestionably  a  very  large  amount  of  braJch 

iiSv  o?  th^?  ""^^^^^^  l^   ^°'^y  ^'^^J«°^  *°  ^hls  condition. 
Many  of  the  larger  systems  are  divesting  themselves  as  raold- 

Se  ?aJlnf  l??S'  "^  '"°^  unprofitable  Sileage,  whfle  oSrs 
are  taking  little  or  no  action  in   this  respect,  some  mileage 
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being  retained  and  operated  even  at  a  loss  for  the  purpose  of 
protecting  a  competitive  situation.   While  this  may  be  Justi- 
fied, there  seems  to  be  no  good  reason  why  such  needs  could 
not  be  covered  by  use  of  motor  trucks  on  highways,  at  the  same 
time  Improving  the  service  and  reducing  the  expense. 

MECHANICAL 

Our  February  progress  report  covered  this  phase  as 
fully  as  we  were  In  position  to  do  at  that  time.   Except  that 
the  work  has  continued  In  each  region,  our  present  Informatlor 
Is  little  different  from  that  reported. 

It  Is  an  exceedingly  large  and  difficult  survey,  em- 
bracing, as  It  does,  nationwide  activities  of  all  the  carriers 
The  three  committees  have  diligently  pursued  the  study,  data 
relating  to  facts  and  conditions  have  been  secured,  they  are 
now  being  complied,  and  findings  and  conclusions  are  expected 
from  each  committee  within  the  comparatively  near  future. 
Pending  conclusions  and  recommendations,  we  shall  withhold 
further  comments  at  this  time. 


CONCLUSIONS 

1.  Where  susceptible  to  coordination,  present  unit- 
operation  of  facilities  In  large  terminal  areas  Is  obsolete, 

a  relic  of  rail  monopoly  In  transportation  and  a  half  measure 
between  transferring  freight  by  hand  from  one  line  to  another, 
which  was  done  In  the  80 's  and  90 's  to  preserve  Individuality, 
and  modern  methods  that  should  Join  through  routes  and  move- 
ments in  an  effective  and  efficient  national  transportation 
system. 

2.  Coordination  of  terminals  and  facilities  Is,  in 
general,  practical  and  will  resiat  In  large  savings  and  im- 
proved service, 

3.  Savings  can  be  greatly  augmented,  both  In  line 
and  teimlnal  operation,  by  coordinating  and  controlling  the 
flow  of  traffic  into  and  between  terminals.   Such  economies 
can  be  secured  by  trackage  agreements  or  by  reasonable  pool- 
ing arrangements  for  moving  the  traffic  • 

^      4.   Unnecessary  duplication  of  service  and  facili- 
ties exists  and  continues,  requiring  large  capital  expendi- 
tures and  depleting  railroad  revenues. 
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5.   It  is  desirable  to  have  major  terminal  areas 
owned  and  independently  operated  iinder  Joint  control  of  in- 
terested lines.  Property  holdings,  rights  and  privileges, 
mortgages,  contracts.,  special  and  wholly  individual  operation, 
and  other  serious  obstacles  render  the  blending  together  of 
such  an  arrangement  involved  and  difficult  and  subject  to 
much  delay  and  controversy.  However,  terminal  railroad 
associations  can  be  established  as  cooperative  organizations 
and  It  is  reasonable  and  practicable  to  commit  property  to 
such  associations  under  lease,  effecting  arrangements  that 
will  enable  operations  of  service  and  facilities  the  same  as 
if  properties  were  purchased  or  owned.   It  is  equally  prac- 
ticable to  delegate  Jointly  all  operations  of  service  and 
facilities,  either  as  a  whole  or  to  a  limited  extent,  to 
such  an  association  without  lease  or  any  definite  commitment 
or  transfer  of  property,  by  the  use  of  pooling  contracts. 
Such  formation  of  a  cooperative  operating  association  can 
effect,  not  all,  but  the  major  portion  of  savings  practical 
of  attainment  under  coordination.   To  such  association  can 
be  transferred  such  portion  of  the  personnel  required,  with 
right  of  Jurisdiction,  if  necessary,  over  all.   Property 
use  and  loss  of  any  advantageous  position  that  might  result 
can  be  compensated  from  savings  in  due  proportion;  opera- 
tions, where  wholly  of  an  individual  nature,  can  be  excluded. 
Individual  service  in  train  yards,  transfer  operations, 
freight  houses,  team  tracks,  etc.,  is  of  questionable  value 
in  promoting  "good-will"  and  securing  patronage.   Such  ad- 
vantages have  been  impaired  and  are  in  process  of  complete 
nullification  by  the  carriers  themselves,  through  their  use 
of  trucks,  and  by  reason  of  the  traffic  which  moves  exclu- 
sively by  trucks. 


Director  of  Regional  Operations 


July  1,  1935. 
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In  Appendix  B,  the  communications  are  set  forth 
which  the  Coordinator  sent  to  the  Regional  Coordinating 
Committees  on  November  20,  1933  and  July  1?,  1934.   The:'  show 
(1)  the  basis  on  which  the  railroads  were  requested  to  survey 
and  report  upon  the  physical  possibilities  of  economy  through 
terminal  unification,  and  (2)  the  tests  which  they  were  re- 
quested to  malce  to  determine  the  obstacles  of  one  kind  and 
another  which  may  stand  in  the  way  of  the  realization  of  these 
physical  possibilities.   The  thought  was,  in  short,  to  deter- 
mine the  maximum  potentialities  of  economy  through  unificati: 
or  coordination  of  terminal  operations,  and  then  to  find  out 
how  close  to  this  ideal  it  is  possible  to  come  as  a  practical 
matter.   All  of  the  facts,  both  favorable  and  otherwise,  were 
desired  as  a  basis  for  working  out  a  practicable  solution. 

The  savings  were  to  be  estimated  upon  the  basis  of 
operation  and  performance  with  present  facilities  and  present 
flow  of  traffic,  with  provision  for  such  reasonable  expendi- 
tures as  would  be  required  for  expansion  in  anticipation  of 
return  to  a  normal  traffic  flow.   Upon  this  basis  and  working 
with  the  Coordinating  Committees  and  railroad  sub-committees, 
we  have  endeavored  to  secure  a  conservative  estimate  in  rela- 
tion to  each  project. 


The  Coordinating  Committees  placed  before  the  rail- 
roads the  basis  upon  which  to  proceed,  and  thereafter  the  wor!£ 
was  to  a  large  extent  left  to  individual  survey  committees 
composed  of  railway  officers  and  employes  of  the  lines  l:.-r.edi- 
ately  concerned.   This  resulted  in  a  variety  of  estimates  and 
conclusions,  some  of  which  were  excellently  calculated  and 
comprehensively  prepared,  revealing  a  conservative  approxima- 
tion of  the  economies  which  would  result  under  coordination 
with  due  regard  to  public  service.   Among  the  surveys  of  this 
character  were  those  in  Portland  (Maine);  Boston,  Springfield, 
Worcester  (Massachusetts);  Mechanicville,  Buffalo  (New  York); 
Philadelphia,  Pittsburgh,  Brownsville-Uniontown  District 
(Pennsylvania);  Wheeling  (West  Virginia) ;  Montgomery  (Alaba...- 
Portland  (Oregon);  Seattle,  Spokane  (Washington);  Mankato, 
Duluth  (Minnesota);  ore  traffic,  Virginia,  Minn,  to  Duluth; 
Helena,  Great  Falls  (Montana);  San  Francisco  (California); 
Ogden  (Utah);  Omaha  (Nebraska);  Cedar  Rapids,  Des  Moines, 
Sioux  City  (Iowa);  Sioux  Falls  (South  Dakota);  G-reen  Bay 
(Wisconsin);  Rockford  (Illinois);  Wichita,  Topeka  (Kansas); 
Tulsa  (Oklahoma);  El  Paso,  San  Antonio,  Fort  Worth,  Dallas, 
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Houston,  aalveston,  Beaumont  (Texas);  and  others. 

On  the  other  hand,  where  physical  lay-out  and  abun- 
dance of  facilities  should  produce  equal  or  greater  relative 
results,  the  conclusions  of  the  survey  committees  range  from 
what  we  consider  about  50  per  cent  of  the  possibilities  which 
would  accrue  from  coordination  to  nothing  at  all.   Anong  the 
outstanding  surveys  of  this  kind  were  those  at : 


Atlanta,  G-a. 
Albany,  N.  Y. 
♦Norfolk,  Va. 
Evans ville,  Ind. 
Columbus,  Ohio 
St.  Joseph,  Mo. 
Salt  Lake  City,  Utah 
Mobile,  Ala. 
Tampa,  Fla. 
Memphis,  Tenn. 
Cairo,  111. 
Indianapolis,  Ind. 


Denver,  Colo. 
Syracuse,  N.  Y. 
Jacksonville,  Fla, 
Charleston,  S.  C. 
Louisville,  Ky. 
Chattanooga,  Tenn, 
Detroit,  Mich. 
Casper,  Wyo. 
Mason  City,  Iowa. 
Milwaukee,  Wis. 
Waterloo,  Iowa. 


Augusta,  da. 
♦Richmond,  Va. 
Cincinnati,  Ohio 
Youngstown,  Ohio 
Toledo,  Ohio 
Phoenix,  Ariz. 
Jackson,  Tenn. 
Fort  Smith,  Ark. 


♦  Original  report. 

Surveys  at  the  smaller  points  were  generally  fairly 
reflective  of  the  possibilities.   The  economies  in  many  in- 
stances were  fully  estimated,  although  in  others  they  could 
be  increased  with  but  little  re-arrangement  and  expense. 

Of  the  projects  listed  by  the  railroads  for  survey 
a  large  number  were  dropped  "account  lack  of  merit."  Many  of 
these  related  to  small  points,  but  some  were  of  consequence 
There  were  reports  of  this  character  in  all  three  regions. 
Physical  conditions  preclude  combining  the  operation  of  faci- 
lities and  services  in  numerous  cases.   The  number  of  projects 
dismissed  as  without  merit  was  so  great  and  covered  so  wide  an 
area  that  it  was  possible  for  your  small  organization  to  visit 
only  a  few  of  such  places  and  analyze  the  situation  on  the 
ground.   Some  of  those  visited  revealed  savings  of  consequence 
and  reports  were  revised.   A  few  illustrations  in  each  region 
will  suffice  to  indicate  that,  surveyed  with  an  open  mind  and 
with  a  genuine  endeavor  to  reflect  the  economies  physically 
possible,  substantial  economies  were  found  practicable: 
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Delphos,  Ohio 
Danville,  111. 
Akron,  Ohio 
Battle  Creek,  Mlch.- 
Ft.  Wayne,  Ind. 
Fostorla,  Ohio 


EASTERN  REaiON 


Regional 
Carriers '  Director ' b 
Estimate  Estimate 


Dropped  by  Carriers 

rt       M       M 
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II 
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II 
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70 , 000 

0 

68,900 

0 

39,334 

0 

27,532 

SOUTHERN  REGION 


Mobile,  Ala. 
Hattlesburg,  Miss. 
Jackson,  Tenn, 
Tampa,  Fla. 
Louisville,  Ky. 
Evansvllle,  Ind, 


ped  by 
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0 

115,374 

II      N 

ft 

0 

87,810 

II     If 

fi 
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St.  Joseph,  Mo. 


WESTERN  REGION 

Two  reports  nothing.   Third 
Third  report  directed 
by  Presidents  of  three 
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$58,000 

|232 , 000 
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Carriers 
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145 , 000 
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8,316 
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501 
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5,232 
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2,446 

87,337 
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4,500 

75 , 000 
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Wichita  Falls,  Tex.- 
Mason  City,  Iowa 
Bloomlngton,  111. 
Casper,  Wyo. 
Ft.  Smith,  Ark. 
Muskogee,  Okla. 
Cairo,  111. 
Phoenix,  Ariz. 

♦  Increase  over  present  expense. 

Obviously  carriers'  committees  pursued  the  same 
course  In  many  of  these  "lack  of  merit"  projects  as  has  been 
Indicated  In  the  examples  given,  and  they  have  potential  sav- 
Ings  of  large  amounts  In  the  aggregate. 

At  your  suggestion  to  the  Coordinating  Committees, 
your  regional  forces  participated  In  the  surveys  at  Kansas 
City,  Omaha,  St.  Louis,  Chicago,  St.  Paul -Minneapolis,  New 
Orleans  and  Birmingham.   This  participation  was  to  a  large 
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,  tj  -"■ 


nr^f^l   0°!^^^"^'^  to  outlining  a  plan  and  designating  the  - 

The  Coordinator's  staff  assumes  responsibility  for  the  ba' 
rpr?J^°^  ''°f^  °^'  ^^^^^  specified  surveys  were  comSL-d!' 
«I^Pnt^H  t^P^^""?  ^^  '^^^^'^  ^^1°^'  These  bases  necessarily 
nrfnMn^P^  ?  conclusions  reached  by  the  committees  where  thf 
principles  laid  down  were  adhered  to  definitely.   We  also  a^ 

e^:  whSr^ouM^S  J°"  inclusions  relatlnglj  ce^LS'ln?!;. 
t'hese'piSs  anf  prfnci^JS!'^  °"  ^'^^^^^^^  ^'"'^''^   ^^^ 

The  obstacles  to  consummation  of  the  Drolectq   nc 

troZoAlrlT''^,''^   '^^  "^P°"^^'  ^^^'  (a)  Phys?carr;s??ic- 
tlons  or  large  capital  expense  required  to  maie  practicable 

i^l,°°°^^^''^^^°\'P^y^^°B.lly  possible,    but  facilities  nof  suf- 
ficiently ample  for  combined  operation,  (c)  restrictions  ?e 
SJ^^/f  ""^  under  Section  7(b)  of  the  Emergency  Act   (dl 
?,^S^^i?^^^^^  ^^  ^^^   charge-off s  due  to  fbandonmeAts: 
Others  nor^i^irt^''""  definitely  stated  In  many  of  the  ^eport^ 
ioVnrn^f  f^^^^K^^^  are  (a)  property  values  and  rentals  for 
thi^Lr  '  i^^  abandonment  of  facilities  and  the  problem 
^nlth^n'^'r  '"^^^eage  provisions,  (c)  advantageous  location 
and  the  opening  for  common  use  of  extensive  exclusive  facili- 
ties now_ owned  and  operated  by  single  lines,  (d)  traffic 

Inih^^'.t^ff^''^  }''^^5?  ownership  and  exclusive  operation  of 
such  facilities,  (e)  disposition  to  preserve  Individual  con- 
fn°ih?Tff  °P«^^^i°ns  m  order  to  retain  "good-will"  incident 

Jnffnpii^  ^  ^^'"'^^r  'P®°^^^  service,  and  (f)  preservation  of 
influence  and  importance  of  personnel. 

ti^r,  r.^  *J^^   solution  of  these  problems,  to  permit  realiza- 
thoSaht   PhvcTiT'  ^f   "?t  easy,  demanding  much  time  and 
thought.  Physical  restraints  are  self-evident  and  either  can 

11   S^?^oi?f  °^^rr''   ?"  P^^^^°  interest  in  good  service 
Is  controlling,  but  can  be  protected  as  other  obstacles  dls- 

of^foMii^f''^  ^^-r^r^^°^°^''  ^^  improved  through  coordination 
orJnotHi^^^^-  J^^^  il   demonstrated  by  the  reiults  where  co- 
ordination has  been  effected  by  combining  multiole  units  of 
operation  within  a  system,  as  well  as  thfse  of  two  o?  ior° 
lines.   In  no  instance  has  Impaired  service  to  the  public^been 

eltSertv^'ln^r  °of  ^'t^''"^  arrangements  have  been  LstaUed 
eiLner  by  intra  or  mter-system  combinations. 


The  labor  phase  is  of  gre 
negotiation  and  adjustment.  It  is 
always  been  susceptible  of  treatmen 
employes.  The  force  depletions  whi 
cases  constitute  only  one  factor  in 
problem.  Men  have  definite  rights 
rosters  which  are  of  great  personal 


at  importance  and  requires 
not  a  new  problem.   It  has 
t  between  management  and 
ch  will  result  in  many 

this  perplexing  labor 
on  individual  seniority 

value.   These  rigb.ts  and 


ao 


II 


privileges  and  working  arrangements  differ  among  lines.   An 

equitable  adjustment  in  this  ^e^P^?^' 7^^1^,^°J^'"i?f  i?' oKm 
hP  Tiossible   if  the  interests  involved  approach  the  proDiem 
upon  a  reasonable  plane,  fully  realizing  that  many  Present  _ 
me?Sotso?  operation  are  obsolete  under  ^^J^f  ^^^-ff^^^^^^f  ^ 
as  to  time  and  cost.  Under  the  Emergency  ^ct.  Section  7(b^ 
has  affected  the  situation,  but  even  here  a  sympathetic  under- 
Slnding  and  approach  to  the  problem  by  n|an^S^"|,^"i^^;;J  ^"'"f 
ployes  will,  we  believe,  lead  to  reasonable  adjustment.   If 
employment  is  to  be  constant  and  permanent,  it  must  be  upon  a 
sounHasis  of  productive  yield  at  reasonable  cost. 

Your  instructions  to  disregard  property  ownership 
and  righto  incident  thereto  in  determining  the  P°s3lble  sav- 
Ssbf  coordination  made  comment  and  suggestions  ^Y  ^^e  com- 

Stees  concerning  the  solution  °f  ^^«f^  P^^^^J,^J"S5^^^?^if_ 
The  reason  for  disregarding  property  rlgjits,  ownership,  trai 
flc  alT^tages,   labo?  factors,  etc.,  in  making  the  surveys 
III   to Trevent  the  physical  possibilities  from  being  subordi- 

^Ked  tfsucS  mSLJs"^  If  the  ultimate  POf^^^^l^^y  °^,f ?S°"''' 
Sroved  to  be  great,  manifestly  it  would  stimulate  effort  to 
overcome  the sf  other  obstacles  which  might  not  otherwise  be 
exerted. 


secure 


Li  mjlisrel-^^d^a^^rstlm^te  of  its  -^J  -^,--^^^,^,!-: 
ings  is  at  hand,  negotiations  can  then  proceed  for  right-of 
way!  street  franchises,  and  other  necessary  features. 

Variations  among  the  respective  lines  in  property 
holding,  position,  and  service  rendered  make  any  arrangement 
for  lolAt  use  or  coordination  a  problem  of  consequence.  No 
line  having  what  it  deems  to  be  a  material  advantage  is  will- 
ing to  Safe  It  with  competitors,  at  least  >^°i. ''^J^J^^/jJ^- 
n^te  compensation  therefor.  An  unusual  breadth  of  J^^w  in 
this  respect  was  displayed  by  8  of  the  12  lines  at  Kansas  City 
1 n  nn  endeavor  to  make  a  practical  experiment.   Similar 
V  ^+^  n?  viPw  la  reported  by  most  of  the  interested  lines  at 
breadth  °^  J^^J-^^^^P^Je^iments,  if  they  can  be  tried,  should 
Jjve'??'  iay'for  Perman^ent^ra^gements  based  upon  the  proven 

results  secured. 

There  is  a  disposition  to  attach  altogether  undue 

importance  to  assumed  present  traffic  ^f  ^^^f^.^'   °f  PJ^" 
vlous  reports  referred  to  this  phase  and  we  reiterate  here 
that  in  l^ge  areas  served  by  many  lines  these  advantages  have 
been  ^eaSy  iSstned  by  motor  vehicle  activities  and  other 


Influences.   More  axid  more  the  carriers  are  tending  toward  the 
use  of  motor  vehicles  in  making  carload  deliveries,  thus  in- 
vading exclusive  industrial  areas  of  competing  lines.   Two  of 
the  largest  lines  entering  Chicago  today  engage  in  this  prac- 
tice on  automobile  traffic,  and  it  is  only  a  matter  of  time 
until  it  will  extend  to  other  traffic.   Thus  the  traffic  ad- 
vantage of  terminal  location  is  rapidly  succumbing  and  whether 
it  justifies  the  expense  involved  in  preserving  it  is  every 
day  more  questionable.   Lines  in  some  areas  are  operating  bus 
service  upon  highways  in  territory  not  served  by  their  own 
rail  lines,  and  directly  in  competition  with  other  rail  lines. 
Other  railroads  are  operating  motor  trucks  in  the  same  manner. 
This  is  a  separate  matter  and  is  being  given  separate  atten- 
tion.  It  is  mentioned  here  only  to  indicate  that  the  value  of 
exclusive  and  individual  ownership  of  a  line  or  the  tracks  in 
and  serving  an  industrial  area,  which  has  seemed  to  many  rail- 
roads so  important  of  preservation,  is  in  process  of  gradual 
nullification  by  the  action  of  the  roads  themselves. 

Moreover,  the  value  of  rendering  an  individual  termi- 
nal service  through  a  road's  own  facilities  and  employes  is  in 
any  event  intangible  and  highly  speculative.   To  carry  this  to 
the  point  of  operating  individual  train  yards  to  separate  the 
cars,  with  each  line  in  the  terminal  area  transferring  cars  to 
and  from  Interchange  points,  industries,  team  tracks,  house 
tracks,  freight  houses,  produce  terminals,  stock  yards,  etc., 
operating  light  in  one  direction,  certainly  has  no  service 
value  to  the  public  and  little,  if  any,  traffic  or  "good-will** 
value  to  the  respective  railroads.   Traffic  managers  of 
Marshall  Field  Sc   Company,  Montgomery-Ward,  Sears-Roebuck,  U.S. 
aypsum,  U.  S.  Steel,  the  packing  plants,  Jones  &  Laughlin, 
Union  Carbide,  Shell,  Standard,  Sinclair,  Texas  Oil,  American 
Can,  Morton  Salt,  Corn  Products  Refining  and  similar  concerns 
throughout  the  country  can  have  no  interest  in  the  particular 
engine  crews  that  switch  the  cars  at  Proviso,  Blue  Island 
Clearing,  Markham,  Potomac  Yard,  Argentine,  Hardenville,  ' 
Waverly,  and  other  large  classification  yards,  10  to  15  miles 
away  from  their  plants.   To  prevent  engines  of  several  indivi- 
dual roads  from  switching  and  disturbing  industry  operations 
at  many  large  plants,  it  is  common  practice  for  the  railroads 
concerned  to  alternate  in  doing  all  the  switching.   Some  in- 
dustries have  their  own  engines  and  crews  which  receive  cars 
from,  or  deliver  them  to,  the  connecting  trunk  lines  or  belt 
lines  serving  all  railroads  in  the  area.   Certainly  no  rail- 
road gains  any  traffic  advantage  from  using  a  separate  engine 
to  transfer  cars  to  and  from  tracks  of  industries  served  In 
such  manner. 

Close  relations  of  railroad  personnel  with  shippers, 
combined  with  an  eager  disposition  to  render  efficient  service 


even  to  the  point  of  anticipation,  unquestionably  are  valuable 
to  the  public,  retain  patronage,  and  doubtless  secure  traffic. 
They  create  "good  will"  for  Individual  railroads.   But  there 
is  little  reason  why  such  pleasant  and  wholesome  relations 
cannot  be  preserved  for  all  lines  under  joint  terminal  arrange- 
ments.  They  have  been  preserved  in  many  terminals  where  such 
Joint  arrangements  now  exist,  and  they  can  be  and  are  supple- 
mented by  intensive  solicitation  and  service  agency  work.   Th/:^ 
elimination  of  gross  waste  in  terminal  operations,  through 
operation  and  coordination,  need  in  no  way  destroy  individu- 
ality in  railroad  service. 

EXCEPTIONS  TO  AND  AMPLIFICATIONS  OF  REPORTS 

The  basis  has  been  explained  for  the  exceptions 
which  the  Coordinator's  staff  has  taken  to  the  findings  of 
certain  of  the  survey  committees,  and  for  the  resulting  ampli- 
fication of  their  reported  economies.   Specific  reference 
should,  however,  be  made  to  a  number  of  reports,  where  the 
findings  were  largely  negative,  or  reflected  only  a  portion 
of  the  possibilities. 

The  most  pronounced  instances  of  negative  or  partial 
results  from  surveys  at  large  traffic  centers  were  those  of 
the  original  surveys  at  St.  Joseph,  Casper,  Phoenix,  Salt  Lake 
City,  Denver,  Atlanta,  Richmond,  Norfolk,  Toledo,  Cincinnati, 
Detroit,  Louisville,  Evansville,  Syracuse,  Cairo,  Bloomington, 
Savannah,  Battle  Creek,  and  Port  Huron,  including  the  survey 
of  multiple  service  between  Toledo  and  Detroit.   Many  others 
at  lesser  points  were,  of  course,  subject  to  the  same  criti- 
cism. 

In  general,  the  reports  set  forth  clearly  the  de- 
tails of  operations  of  all  lines  involved  at  the  points  men- 
tioned.  The  surveys,  however,  reflected  an  effort  to  protect 
individual  operations  which  resulted  in  failure  to  arrive  at 
proper  estimates  of  economy  possibilities.   Such  efforts  were 
obviously  induced  by  a  desire  to  defend  and  preserve  present 
methods  and  to  discount  the  advantages  of  coordination. 

TOLEDO 

A  possible  saving  of  $42,139  per  annum  was  reported 
by  the  Toledo  committee.   In  Toledo,  the  New  York  Central 
operated  four  separate  units  prior  to  1930,  each  of  which  in- 
volved more  or  less  individual  service  in  so  far  as  train 
yards,  engine  houses,  car  repair  plants,  etc.  were  concerned. 
Since  1930,  these  independent  operations  have  practically 
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disappeared  and  a  coordinated  arrangement  has  been  made  ef- 
fective for  the  four  lines.   The  independent  North  Yard  of 
the  Michigan  Central,  with  all  its  appurtenances,  including 
engine  houses,  etc.,  was  closed,  trains  now  moving  direct  to 
and  from  Stanley  Yard.   Also  the  Air  Line  yard,  engine  houses, 
car  repair  plants,  multiple  freight  stations  and  other  opera- 
tions were  closed  and  operation  concentrated  in  the  one  faci- 
lity.  By  this  arrangement  the  New  York  Central  system  reports 
that  an  economy  of  $^56,000   per  annum  was  realized.   Through 
the  same  character  of  concentration  between  two  lines  c -"  " 
same  system  at  Cleveland  a  saving  of  $578,000  per  annum  was 
effected.   In  neither  case  was  there  any  impairment  of  ser- 
vice.  It  is  claimed  to  be  better  than  ever  before.   At 
Toledo,  there  remain  9  other  separate  lines,  making  a  total 
of  11  with  the  coordinated  New  York  Central  unit  and  the 
Toledo  Terminal  Independent  operations  are,  thus,  now  con- 
ducted by  the 

Detroit,  Toledo  &  Ironton 

Ann  Arbor 

Nickel  Place 

Detroit  and  Toledo  Shore  Line 

Wheeling  &  Lake  Erie 

Chesapeake  &  Ohio 

Baltimore  &   Ohio 

Wabash 

Pennsylvania 

New  York  Central 

Toledo  Terminal 

The  Toledo  Terminal  connects  with  and  serves  all 
lines.  With  few  exceptions  each  line  operates  independent 
facilities  for  all  services.   Interchange  of  carload  traffic 
between  the  lines  is  relatively  heavy  and  the  transfer  cuts 
in  line-to-line  travel  move  from  2  to  15  miles.   The  three 
large  classification  yards  which  are  in  proximity  on  the  south 
side  of  Toledo,  namely,  Stanley  (New  York  Central)  and  those 
of  the  Pennsylvania  and  Chesapeake  &  Ohio,  would  adequately 
accommodate  the  traffic  of  all  lines,  which  could  move  direct- 
ly into  these  yards  and  thereby  eliminate  a  major  portion  of 
the  transfer  movements,  together  with  duplicate  classifications 
and  switching  incident  thereto.   Likewise,  the  incidental 
facilities  and  appurtenances,  such  as  round  houses,  freight 
houses,  team  tracks,  repair  tracks,  car  inspection,  etc., 
would  be  materially  reduced.   If  the  operation  of  all  11  lines, 
including  Toledo  Terminal,  were  coordinated  in  the  same  manner 
that  the  four  lines  of  the  New  York  Central  system  were  merged 
and  coordinated,  in  our  opinion  it  would  result  in  savings  ex- 
ceeding one  million  dollars  a  year  on  present  flow  of  traffic, 
with  a  material  improvement  in  service  to  the  public. 


with  the  «49  139  reno^t^r/°^^'^^^^^^^^^"'^^^  ^^^^  compared 
confident  th4i?tSltt«lnohil^  carriers'  survey,  but  we  or, 
Physical  obsScies  It  T^JeSo  i^e  o?'r.°nT''^'  coordination. 

of  the  lines  coinecf  at  g?ade  Ind  the  Jol  ^^n'?^''" • ''^•   "■^"  ' 
bv  all  fhe>   T.r^o,q^  A    i   &-'a,u-«>  ana  x,ne  Toledo  Terminal,  ow-  = 

11+^  i^.    roads,  Intersects  them  and  affords  sreat  v-ro°tV 
^ea  °^™°yf«n\of  trains  to  connections  ovlr^the  crtS:^ 
SuSiry'foi'e^sfShv^lo;?  f  'J'  outstanding  points  In  " 

has  abundant  ?aclS?ll3fo?°comS?ed°o  ^"^^^^^^  ^^^'-^1^..  ,.  i 
qn«op  in  fr.oiri.S^+  i  Combined  operation,  other  t 

space  In  freight  houses  and  roundhouses.   Llmit-itlnnQ  ^- 
latter  can  be  ovp-rnnmo  o+  -.^^     !_-;      ,  ij-J-iaxbaLions  Oi  u.. 
Pi«flaifiol+^   overcome  at  reasonable  cost.   Two  of  th^  l  .ipc 
classiflcation  yards  would  accommodate  all  tnp  t^nf-^io    ^' 

one  yard.  All  l«>p  nnni  ^«r^  -^^        unx  ee  large  units  in 
&   Ohio  y^rd  and  dumped  itT  *^^°rT°^^*^?  ^"  ^^^  Chesapcak  .- 
been  exjandet?  le^lng  ?L  itSeJ'raalor'unT?^^?  ^^^1  ^^^^^^^^^ 
tlous  handling  of  city  ani  throuo?  t^.ff?"^  ^^^  ^""^  ^^^^1" 
be  in  each  unit  leas  to  h«nfli^  +^  traffic.   There  would  tlicfi 

Your  Director,  while  in  Toledo  at  m.-^n  a  m 

f io?th^^f  '°  J"^^^  °"^  °^  *^«  soSth!sidf y^ds?  ^d'wafat 
a  north-side  yard,  some  15  miles  distant  at  T-nn  -ou       u 

and  reaching  Windsor,  Canada,  in  about  th^  a^L  ^    °  ^•^• 
required  to  reach  th4  connecting  line  at  ?he^nr.ti'"^f^  "°'. 
By  such  operation  much  expense  foulS  be  saved  nn?"^^?''  ^f^' 
Toledo,  but  also  at  Detroit  by  going  to  ?SI  Jnnn^i  v"^?  ^} 
instead  of  to  four  or  five  separate  T5p?t^oV+  ^"""^^  J^?  direct 
further  switched  at  each!  The1^?aff?c  coni/^'^l.'  *°.^^ 
from  Detroit,  Windsor  or  Port  Hn^^^^  ^u"""-^  ^®  dispatched 
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lines  and  abandonment  of  the  river  transfer  for^ailn|  rail 

!-^TarrnoSisf4Sr£t£pjfsM^^^^^ 

lltles  have  in  the  past  ^andled  and  servlcea  a  g        ^^^ 

ff  K:S^:tT.I  rrS.S\S   /r dS  t  r  ^  ^er 

hardly  required  now  to  ^^^^l^^J^^^^-^^^ordinated  use^f  faci- 
Btation.  By  ^^^^^l^i^e  a  completely  coordlna  ^^  ^^^t^ol- 
litios  and  services  of   all  rail  lines  a  ^^^^^^^r  as  pro- 

ling  the  flow  of  traffic   into  ^ne  area  xi^  gavings  of 

'ostd,    and  from  Toledo  as  we  suggest^heestimated^sa^^^^^ 

1657,000,    found  practicable  by  ^'^.^■+y,'Zfntk\   amount  of 
by  some  |l, 350,000  per  annum,   making  the  Jf  gio^°J"\°th 
economies  under  such  an  arrangement   some  $2,000,000,  wn.n 
actual  improvement  in  service. 
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INDIANAPOLIS 

A  committee  composed  of  railroad  officers  made  a 
survey  and  reported  possible  savings  of  $270,000  per  annum. 
Representatives  of  your  regional  staff  reviewed  this  report 
on  the  ground  with  members  of  the  local  committee  and  sub- 
mitted details  indicating  how  the  savings  could  be  amplified 
to  some  $400,000.  Your  Director  also  went  over  this  terminal 
With  the  committee.   Considering  the  physical  characteristics, 
volume  of  business,  and  number  of  separate  operations  engaged 
in,  a  gross  saving  of  approximately  $550,000  per  annum  is 
feasible  from  coordination  at  Indianapolis,  calculated  on 
basis  of  similar  coordinated  operations  elsewhere,  or  about 
twice  the  committee's  estimate.  This  point  was  selected  by 
the  Coordinator  as  a  test  point  for  the  Eastern  Region,  and 
the  carriers  were  requested  to  appoint  responsible  officers 
to  confer  and  agree  upon  a  plan  for  putting  the  coordinated 
arrangement  into  effect,  or  to  show  specifically  why  each 
line  was  unwilling  to  agree  to  such  a  plan.   So  far  no  reply 
has  been  received  from  the  Eastern  Regional  Coordinating 
Committee,  as  to  what  the ^interested  lines  propose  to  do  or 
not  to  do,  and  why.  Your  Director  conferred  with  the  Opera- 
ting Committee  of  responsible  officers  and  was  advised  tbe 
committee  would  proceed  to  work  out  a  plan  and  make  effective 
all  economies  practicable.   Advice  from  the  Executive  Secre- 
tary of  the  Coordinating  Committee  reveals  that  nothing 
definite  has  yet  been  accomplished  after  a  lapse  of  sone  11 
months • 

NEW  YORK 

A  survey  of  possibilities  under  coordination  was 
made  at  New  York  by  a  committee  of  officers  of  interested 
lines  and  transmitted  to  the  Chairman  of  the  Regional  0pei>- 
ating  Committee  on  May  31,  1934.  We  were  furnished  with  a 
copy  of  the  report,  but  it  has  not  yet  been  officially  sub- 
mitted by  the  Coordinating  Committee  of  the  Eastern  Region. 

Estimated  savings  were  indicated  of  $1,836,644  per 
annum  under  joint  or  coordinated  operation.  From  the  basis 
upon  which  the  situation  was  considered,  the  estimate  is  a 
close  approximation  of  the  economies  possible.   Obviously 
the  survey  was  limited  as  to  scope,  and  other  than  outlining 
the  details  of  operation  and  rearrangements,  the  savings 
incident  thereto  were  confined  largely  to  pooling  suburban 
passenger  service  of  the  Pennsylvania  and  Jersey  Central 
between  New  York  and  Bay  Head  Junction,  eliminating  three 
ferry  operations,  seven  piers  and  pier  stations,  and 
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transferring  the  freight  terminal  ^P^^^^^^^^jJ^^^^j"^ 
&  Ohio  from  St.  Oeorge  to  Communipaw  and  ^^^^^^^^Jl^^J^^^ 
those  of  the  Jersey  Central.  Savings  in  these  major  items 
respectively,  as  follows: 


are 


159 , 000 
574,134 

689,572 
241, 200 

a  total  of  $1,663,906.  The  remaining  $172, W8  Is  made  up  of 
Sore  or  lesl  minor  combinations,  leaving  major  operations  in- 
cident to  freight  terminals  ajid  facilities  as  they  now  exisi. 

The  committee  concludes  that  Phy«^°^i  °°^J^^i°"?A8e 
inconvenience,  and  impracticability  of  ^^ arrangement,  because 
the  facilities  of  no  one  line  can  accommodate  ^he  entire  tr^ 
fie  of  any  other  line  under  peak  conditions  P^^e^J^J^^^™®' 
economi^  The  topographical  ^^J^^^^??  "J.^^^^lTaJ  SU 
and  the  Jersey  Shore  does  Pf^f  ^J/^l^i^^JJ-Jf  *  to  Jdgewlter 
Tmils  each  line  has  projected  its  facilities  up  x.o  eoeewtii-cx 
^d  toerJ  constructed'^teiminals  to  meet  its  Requirements. 

??  is  apparent  from  the  savings  ef^^^Jf^^^y  f ^^^Jt^i^es 
small  nSaber  of  units  of  harbor  operation  and  facilities 
Scident  thereto  that  the  handling  of  freight  traffic  in  the 
New  York  terminal  area  is  exceedingly  costly.  J^^^J  g|j^^ 
expensive  floating  performance,  much  of  ^^l^l'/ 'J' '^ll fj^^l 
is  then  moved  in  so-called  trap  cars  to  transfer  Pj;f  ^°™|^g^ 
II   the  outlying  classification  y^<i^' ,R^^?^JJf  i„^Jes?5^S^ 
to  various  sections  of  the  country.  As  ^^^Jf J^^.^^'JJ^^wbor 
LoomS  of  the  Lehigh  Valley,  floating  oPf^'a^^o'^?.  ^f^.^^^  ^^^°'' 
LiooiuxB  ^^  "    +n  on  paav  method  of  terminal  switching. 

^;.r?SlSs  the?  Se  S^xpensive  substitute  and  one  that  la 
surcepSSf tffcoS^^n  coordination  f^^f f^jf^^.^r 

Iloa?  irUes^Sd  appSrtenances  would  co^r"?°"'^^^w''of 
Ja^fenglnf  operation  required  to  serve  the  large  number  of 
individual  facilities  of  this  character. 

There  seems  to  be  little  reason  for  failure  to  use 
Belt  Line  13  and  the  Pennsylvania's  transfer  ff°^i^^J^^^^° 
Rftv  RldSe  now.  or  at  least  car  floats  of  the  other  lines  aa 
SSl^f  thosi'  0?  the  Pennsylvania  should  receive  and  Jj^j^^ 
Slw  Haven  traffic  at  Bay  Ridge,  Instead  °^.  ^J^J^f  "«Tt  is 
water  transfer  from  the  Jersey  shore  to  Oafc  Point,   it  is 
Ilther  cheaper  to  deliver  at  Bay  Ridge  and  complete  delivery 
bfrIIl?S  cheaper  to  float  cars  all  the  way  to  Oak  Point, 
if  IhB   first-mentioned  arrangement  is  more  economical^  it 
should  be  used  by  all  the  Jersey  lines.  If  the  second,  or 
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ine  1  acuities  at  Bay  Ridge  are  ample. 

mlttee  of  rallroad'execStlvef  ''mrJ"''^,''^'?"^^*^'  '^^^  ^  ^o"- 
of  carfloat,  llRhterSp  1;^^%^^®  *  J°^''^  ^^"^  o^  the  coat 

harbor  dlstkitf^J^s^uS  a  reSr.?^?n^f'°?f  ^"  ^^^  ^«'  ^°'^ 
saving  of  $2,396,000  b?  rP^r.^^!?   /"4°^*^"8  ^  annual 

units  engaled  in  such  Jpe?t?S''"^'?L^^''.^^^'^^?^^^°"  °^ 
1933,  the  Port  of  New  ?S?k  Anthn;i  +  J^  "^  ^^^^   °^  ^"8"^*  19> 
Regional  Director  ol^a^  of^JS  stLf^''?„\r'"°^^!""  ^° 
connection  with  coordination  n^of^f^fl  4  *°  ?^  considered  in 
terminal  area.   M??  GeJSai  iS  mliS^^t  J^^^^""  *^^  ^ew  York 
end  of  1933,  laid  carti^ir.^*    ^^*^"«  ^^  report  at  the 
outlined  by'thrPoJrliJSo^tf ''^^^  ''P??  ^^®  poaslbllltles 
studied  by  Region^  Dlrec?S^:™J^^  situation  was  further 
and  by  his  asflsJSt:  a!  r°  Pe?nS^*  p"fr^l°L^°  ^'   German, 
much  the  same  general  c^nciuslonJf*  ^°*^  °^  ^^^"^  ^^*°^«<i 

railroad  eScSlv^f  "it'"wSs'"n.nn  ^'^f  f^''*  Authority  and  the 
ize  the  handll^  ol'ti^  Jf^  1  ??o|?^  ^  rearrange  and  modem- 
large  proportion  of  th^  im^'r^t   ^^^^^c  which  constitutes  a 

as  the'^asLmbiJ  aSd  Sltilbuf^oHf'^?°f.''  '""r'^^^*.  as  well 
to  and  from  the  area  on  hn+h  u  fj^"^^^^   local  traffic 
eliminating  a  laSlAu^Ser  o?  ^f^f^*^  and  the  Jersey  Shore, 

and  handlSg  th^f^aJnc  Jy  motof  Instead^f^^  ?^^^"^  J°^^*' 
It  further  proposed  to  mak^  i^l^^   Instead  of  rail  switching. 

of  pier  stations  on  JtoiSS^a^  fLr^Yf^^^".  ^"  ^^^  ^""^^^ 

that  a  further  ecS^oS^  of  so^e^S^on^m?'    ^^  "^^  estimated 
cwL^'^t    """   ^-11  -e°of'^:L*Sn4°?3  ^rmSJS  1°^''^  "^ 
In^la'T/Tsolt^Z  iril^ItTr^r'^^  |erLr^te'S?o^.t, 
posed  to  save  «l,2S!,SSo'aSl?L^:i°Kr^;S:   '^^  ^«- 

It  was  proposld°to'const?^crBel?  itll   ?'"°^  ^"^"  ^«°^«^- 
Belt   Line   13,    Unking  up^he   cSle^f  0^%^"?^°^^^  *^^^ 
North  River  to  the  Lon^  lglLd^«i?r  ^     ?^S  Jersey  side  of 
atructlon  of  a  subaqSSus  tSSp^^^^r^^  S^  ^^  ^^^  ^^  °o»- 
thls  latter  arranSnt  1*^       across  New  York  Bay.     By 

$543,000  Per^SS  Souid  be   secured ^'?n.?".f°°^°^  °^ 
tunnel,   which  would  reqSlrl  ll^lt'o^lltlf^^i^^^   subaqueous 
annual  savings   estimated  by  rei^r'^tSnt^l^TllZklillfon 
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of  facilities  in  the  New  York  terminal  area  were  |7, 439, 000. 
Deducting  the  |543,000  incident  to  the  tunnel,  leaves 
|6, 896,000  saving  by  utilizing  existing  facilities  to  the 
greatest  advantage. 

• 
The  mayor  of  New  York  recently  requested  the  Coor- 
dinator to  ascertain  the  attitude  of  the  railroads  concerning 
the  construction  and  use  of  the  proposed  tunnel  under  the 
North  River.  The  request  was  referred  to  the  Coordinating 
Committee  for  report.  A  report  has  been  submitted  indicating 
that  the  traffic  is  now  only  55  per  cent  of  that  upon  which 
the  previous  estimates  were  based.   On  present  volume  of 
traffic,  the  report  states  that  no  economies  would  result  to 
the  railroads  from  use  of  such  a  facility.  Were  volume 
restored  to  the  1929  level,  economies  resulting  would  appear 
to  approximate  the  estimate  of  1926.  On  the  other  hand  it 
is  apparent  that  under  a  coordinated  operation,  such  as  we 
suggest,  by  combining  the  facilities  of  the  various  lines, 
reducing  the  number  of  units  employed  as-^  much  as  practicable, 
both  as  to  land  terminals  and  water  facilities,  and  delivej>- 
ing  all  interchange  traffic  to  the  Long  Island  and  New  Haven 
roads  at  Bay  Ridge,  a  material  reduction  in  present  costs 
would  ensue.  This  would  further  reduce  potential  economies 
from  use  of  a  gubaqueous  tunnel. 

Your  Director  in  company  with  officers  of  all 
interested  carriers  went  over  the  facilities  in  New  York 
harbor  and  while  not  being  able  to  check  and  confirm  all  of 
the  estimates  of  the  survey  committee  or  of  the  Port  of  New 
York  Authority,  he  is  convinced  that  it  is  practicable  to  ex- 
tend coordination  and  Joint  management  in  the  New  York  ter- 
minal area  beyond  the  limited  proposals  of  the  survey  commit- 
tee, with  ctosiderable  increase  in  savings. 

The  position  taken  by  the  survey  committee  that  no 
line's  facilities  would  accommodate  all  of  the  traffic  of 
another  line  under  peak  load  would  not  seem  to  justify  the 
conclusion  that  further  coordination  and  economies  are  not 
now  practicable.  None  of  the  coal-dumping  facilities  is 
operated  to  more  than  a  fraction  of  its  capacity.  The  same 
is  true  of  other  facilities.  To  contend  that  all  should  be 
operated  on  this  partial  basis  instead  of  closing  some  and 
using  the  remainder  to  capacity,  expanding  in  the  event  of 
demand,  is  to  assume  the  same  attitude  as  the  committee  at 
Phoenix,  Arizona,  that  two  engine  houses  should  be  bperated 
in  order  that  a  standby  house  would  be  available  in  the 
event  of  fire. 


Your  Director  is  also  in  accord  with  the  conclu- 
sions of  the  Port  of  New  York  Authority  that  by  concentration 
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of  stations  and  the  extension  of  pick-up  and  delivery  serv- 
ice, now  beins  furnished  to  some  extent,  substituting  motor 
operation  for  outbound  loading  facilities  in  handling  l-^.l* 
traffic,  savings  of  consequence  would  accrue  combined  with 
improved  service. 

The  committee's  estimate  of  $1,836,344,  when  conr- 
fined  to  the  limited  rearrangement  proposed,  is  large,  no 
doubt  reasonably  reflecting  what  could  be  saved  in  the  oper- 
ation of  the  plan.  As  has  been  indicated,  the  committee's 
estimate  was  confined  largely  to  three  particular  activities, 
a  major  item  being  elimination  of  seven  piers  and  pier  sta- 
tions. The  Port  Authority  estimated  that  25  of  these  piers 
could  be  released  by  the  use  of  trucks,  a  method  of  handling 
which,  according  to  the  figures  submitted  by  the  Authority, 
is  cheaper  per-ton  than  the  methods  now  used.  The  total 
savings  estimated  by  the  Authority  amounted  to  $6,896,000 
per  anniim,  without  the  subaqueous  tunnel,  and  were  based 
upon  a  more  extensive  and  exhaustive  survey  than  that  made 
by  the  carriers'  committee. 

It  is  quite  evident  that  the  opportunities  for 
economies  in  terminal  operations  within  the  New  York  district 
would  be  considerably  enlarged  by  the  pooling  of  traffic  to 
a  certain  extent  before  it  reaches  the  terminal  area.   Such 
pooling  was  proposed  on  a  very  extensive  scale  in  the  so- 
called  Prince  Plan  of  railroad  consolidations,  later  studied 
by  a  committee  of  carrier  officers  under  the  direction  of 
Mr.  Poland  of  your  staff.   These  proposals  notably  involved 
the  coal  traffic  from  the  anthracite  and  bituminous  regions. 
Without  actual  merging  of  railroad  systems,  as  was  contem- 
plated by  this  plan,  and  without  going  so  far  in  the  direction 
of  pooling,  your  Director  believes  that  it  is  possible  to 
control  the  flow  of  traffic  into  the  terminal  area  by  appli- 
cation of  the  pooling  principle  to  an  extent  which  will  not 
interfere  with  individuality  of  service  but  will  reduce  the 
waste  in  terminal  handling  very  materially.  The  operations 
from  the  anthracite  field  particularly  warrant  study  in  this 
connection,  and  also  the  operations  into  the  terminal  area 
of  the  Pennsylvania,  the  Baltimore  &   Ohio,  and  the  Jersey 
Central  and  those  of  the  Erie,  the  Lackawanna,  and  the  West 
Shore. 

Your  Director  is  of  the  opinion  that  the  economies 
estimated  by  the  carriers'  committee  can  be  more  than  doubled, 
along  lines  indicated  by  the  Port  Authority,  even  if  attention 
is  confined  to  the  terminal  area,  and  that  they  could  con- 
servatively be  increased  to  as  much  as  $7,500,000  or 
$10,000,000  by  application  of  the  pooling  principle  to  some 
extent  beyond  the  terminal  area. 
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ST.  JOSEPH 

At  St.  Joseph,  Missouri,  where  six  railroads  oper- 
ate independent  units,  the  carriers'  committee  could  find  no 
savings  possible  by  coordinating  facilities  and  services, 
with  the  e-xception  of  some  minor  joint  arrangements  between 
the  Santa  Fe  and  Union  Pacific.   There  a  union  depot  and  a 
stock  yards  railroad  owned  by  the  Missouri  Pacific  are  ur- ^ 
by  all  lines.   Three  reports  were  made  on  the  St.  Joseph 
situation.   The  first  two  were  completely  negative,  the  *' 
estimated  that  about  $58,000  could  be  saved.   Upon  the  bacir 
of  operation  proposed,  the  latter  findings  approximate  the 
savings  that  could  be  expected,  but  under  complete  coordina- 
tion your  staff  estimated  a  possible  saving  of  $232,000  per 


annum,  with  a  capital  expenditure  of 


some 


1150,000  to  Gxpaiid 


train  yard  and  engine  house  facilities  of  the  Burlington  to 
make  ample  provision  for  handling  the  business  of  all  lines 
in  one  unit.   The  plan  contemplated  use  by  the  Chicago  G-reat 
Western  of  the  Burlington  line  through  St.  Joseph,  instead 
of  the  line  of  the  Santa  Fe. 


Details  of  how  these  conclusions  were  reached  were 
submitted  to  the  V/estern  Regional  Coordinating  Committee, 
except  as  to  capital  expenditures.   The  Executive  Secretary 
of  the  Committee  advised,  under  date  of  March  21,  1935,  ir. 
part  as  follows: 

We  referred  your  report  to  Mr.  Budd  of  the 
C.B.&  Q.  and  I  am  now  enclosing  copy  of 
his  report  of  March  15th  in  which  he  points 
out  your  study  is  based  on  test  period, 
July  1933,  and  since  1933  reductions  have 
been  made  by  St.  Joseph  lines,  bringing 
about  elimination  of  61  employees  and  a 
saving  of  $131,432.88  per  annum. 

This  ajnount  plus  $58,000,  or  $189,432.88,  is,  as  Mr.  Budd 
states,  somewhere  near  the  possibilities,  without  the  expan- 
sion of  the  Burlington  facilities  which  we  propose  and  the 
rerouting  of  Chicago  Great  Western  trains.   If  the  latter 
changes  are  made,  our  estimate  is  conservative  and  seems  to  be 
about  in  line  with  Mr.  Budd's  calculations. 


DENVER 

At  Denver,  Colorado,  referred  to  in  our  progress 

report  of  February  17,  1935,  the  survey  committee  at  first 

estim.ated  possible  savings  at  $144,072,  requiring  a  capital 

expenditure  of  $2,000,000,  and  later  changed  this  amount  to 
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|298,209,  with  moderate  capital  expense.   After  analysis  of 
tne  aata  and  actual  observations  on  the  ground,  your  staff 
estimated  annual  savings  of  $683,256  possible  under  coordi- 
nation at  Denver,  with  little  capital  expense.   Details  of  our 
estimate  were  submitted  to  the  Regional  Coordinating  Commit- 
tee and  no  exception  has  yet  been  taken  to  the  findlrgc. 

?h^'^.S''''^^^°''. ^"^  ^^^  ^^^^^  ^®"*  °^^^  ^^s  Denver  situation  on 
the  ground  and  are  confident  full  coordination  will  sivc.  •  ■ 
operatxng  expenses,  the  amount  estimated.  " 


CASPER 


A  committee  composed  of  General  Managers  of  the  3ui«- 
llngton  and  North  Western  lines  conducted  a  survey  and  report- 
ed no  savings  obtainable  by  coordination.   Review  on  the 

f«t°nSi^2r-''^^^°"^f  staff  and  analysis  of  the  statistical 
data  resulted  m  a  saving  of  $99,507,  estimated  as  possible 
under  Joint  operation.   Physical  conditions  are  adaptable  to 
such  an   arrangement.  The  economies  can  be  increased  without 
inconvenience  to  the  public  by  Joint  use  of  main-line  track- 
age and  abandonment  of  one  line.   Trucks,  as  now  used  bv 
many  lines  in  the  handling  of  live  stock,  can  take  care  of 
the  service  required  where  the  two  lines  are  separated  by 
any  distance  of  consequence,  which  occurs  at  some  point 
over  the  90  miles  involved. 
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PHOENIX 

A  committee  of  railroad  operating  and  mechanical 

?nfo°^r*!''^Xn^®'^  ^^^^  terminal.   The  conclusion  was  that  a 
loss  of  $4,500  per  annum  would  be  sustained  if  operations 
and  facilities  were  Jointly  utilized.  Your  Director  and 
Assistant  Director  visited  Phoenix  and  reviewed  the  situa- 
tion on  the  ground.   Two  lines  only  are  Involved  -  the 
Southern  Pacific  and  the  Santa  Fe.   Each  Independently 
operates  all  units  of  service  required,  except  the  passenger 
station,  which  is  Joint.   It  was  said  by  the  committee  that 
under  coordination,  service  would  be  curtailed  and  excessive 
delays  would  occur.   The  reasons  for  such  adverse  effects 
were  not  made  plain.   It  was  stated  that  movements  over  some 
40  busy  street  crossings  would  be  Increased  and  separation 
of  grades  would  be  required.   Our  observation  did  not  reveal 
that  many  crossings,  and  only  a  few  that  would  be  classed  as 
busy.   Concentration  of  activities  in  the  Southern  Pacific's 
downtown  unit  would  avoid  present  double  movement  of  Santa 
Fe  engines  and  trains  and  thus  reduce  movement  over  the 
street  crossings.   It  was  stated  that  the  Southern  Pacific's 
engine  house  facilities  could  adequately  accommodate  Santa  Fe 
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engines  at  a  pay  roll  saving  of  $943  per  month,  but  that  the 
extra  mileage  of  Santa  Fc  engines  would  overcome  this  economy. 
We  could  not  reconcile  this  statement  with  the  facts. 


was 


stated,  in  effect,  that  as  long  as  there  were 


and  repair  units,  it  was  best  to  operate  them 


Y^ni 


Furtlicr  it 
engine  house 

in  order  to  have  a  stand-by  unit  available  in  case  of  f 
There  was  similar  reasoning  for  operating  two  freight  houses 
and  station  units.   No  physical  restrictions  are  present 
other  than  the  fact  that  all  street  intersections  are  at 
grade,  but  this  condition  has  always  been  present  without  par- 
ticularly restricting  movement.  Your  staff  estimates  that  co- 
ordination is  practical  and  would  result  in  approximate  sav- 
ings of  $75,000  per  annum  instead  of  an  increased  expense  of 
$4,500  as  reported  by  the  committee.   There  would  be  no 
impairment  of  service.   Figures  showing  details  of  how  these 
conclusions  were  reached  were  furnished  the  Coordinating 
Committee  for  further^ consideration  and  thus  far  no  exception 
has  been  taken  to  them. 


LOS  MQELES 

* 

A  comm.ittee  of  interested  lines  made  a  survey  and 
reported  an  annual  saving  possible  under  coordination  of 
facilities  and  services  of  $.425,178  per  annum.   While  this  is 
a  considerable  amount,  only  four  lines  being  involved,  it  is 
our  opinion  that  the  amount  shown  is  short  some  $250,000  of 
what  can  be  conservatively  anticipated  if  full  coordination 
is  made  effective.   The  operation  and  service  to  the  new 
Union  Passenger  Station  under  construction  will  change  the 
terminal  expense  in  some  respects,  but  our  conclusion  is  that 
savings  greater  than  the  committee  estimated  would  result, 
even  from  the  arrangement  which  the  committee  proposed. 
Precedents  of  accomplishment  in  similar  situations  reported 
to  us  justify  this  conclusion.  We  also  believe  that  further 
economies  and  greater  facility  of  operation  would  result  from 
moving  Southern  Pacific  freight  traffic  to  and  from  the  east 
over  the  Santa  Fe  into  an  expanded  yard  facility  secured  by 
combining  the  yards  of  the  Santa  Fe  and  Union  Pacific,  thus 
concentrating  all  the  traffic  from  the  east  for  Los  Angeles 
and  environs,  including  the  ocean  connections  at  San  Pedro. 
This  would  permit  classification  and  forwarding  to  industries, 
team  tracks  and  other  facilities,  and  to  Long  Beach  and  San 
Pedro,  in  one  combined  movement  rather  than  two  or  more. 
Two  yard  units  are  necessary  incidents  to  the  heavy  traffic 
of  the  Southern  Pacific  from,  the  north;  also  to  the  large 
industrial  area  adjacent  to  the  Southern  Pacific  yards. 
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FRESNO,  STOCKTON,  BAKERSFIELD 

Survey  committees  composed  of  superintendents  and 
subordinate  officers  made  report  on  each  of  these  points, 
estimating  savings  in  operating  expense  as  follows: 


Fresno 

Stockton 

Bakersfield 


20,790 

67,945 

143,096 


Later,  the  operating  vice-presidents  took  exceptions  to  the 
findings,  filing  objections.   Fresno  and  Stockton  were  resur- 
veyed  and  sufficient  obstacles  were  reported  to  overcome  the 
estimated  economies.   Capital  expenditure  of  $131,600  was  pro- 
posed at  Fresno,  as  being  a  necessary  incident  of  a  unified 
arrangement,  and  an  expense  account  was  provided  for  auto- 
mobile operation  by  the  yardmaster  and  the  agent  to  enable 
them  to  supervise  the  expanded  arrangement.  After  visiting 
these  points  and  having  operations  explained  by  local  oper- 
ators, your  Director  was  impressed  with  the  conservatism  of 
the  original  conclusions  of  the  survey  committees.   The 
reports  were  clear  and  in  detail. 

Going  beyond  these  reports,  obviously  the  logical 
method  to  pursue  to  realize  economies  in  this  area  is  to  pool 
operations  from  Mojave  to  San  Francisco  and  Oakland,  utilizing 
all  facilities  to  the  greatest  advantage.   The  area  is  highly 
productive  of  fruits  and  vegetables  requiring  the  best  of  serv- 
ice and  is  likewise  highly  competitive  as  between  the  Southern 
Pacific  and  the  Santa  Fe,  with  the  Western  Pacific  an  addi- 
tional competitive  factor  in  the  northern  portion  of  the  San 
Joaquin  and  Sacramento  Valleys  and  at  Oakland  and  San  Fran- 
cisco •  Your  Director  suggested  such  pooling  of  operations 
for  certain  lines,  but  none  of  the  railroads  was  disposed  to 
do  anything  that  might  weaken  its  competitive  position.  This 
disposition  is  justified,  if  it  is  clear  that  actual  loss  or 
impairment  of  position  would  result.   On  the  other  hand, 
these  rival  railroad  operations  are  in  such  close  proximity 
through  this  entire  area  that  there  appears  to  be  a  great 
opportunity  to  effect  economies  of  consequence  without  im- 
pairment of  service,  exceeding  in  amount  the  estimate  for 
such  an  arrangement  proposed  between  Portland,  Oregon,  and 
Vancouver,  B.C.   It  would  also  increase  to  a  considerable 
degree  the  estimated  economies  at  San  Francisco  and  Oakland, 
as  well  as  at  all  intermediate  terminals.   The  traffic  would 
be  together  as  it  arrived  at  these  terminals  and  could  be 
handled  in  joint  facilities,  thereby  reducing  three  operations 
of  car  ferries  to  one,  at  the  same  time  affording  greater 
frequency  of  service  to  the  public.  Absorption  of  trucking 
expense  will  doubtless  prevail  in  this  area  in  the  near  future 


55 


as  it  does  now  in  the  livestock  area,  and  competition  will 
gravitate  to  a  contest  between  solicitors  and  service  agents. 
There  are  many  peculiarities  incident  -to  the  handling  and 
servicing  of  this  traffic  with  which  the  serving  lines  are 
familiar  and  which  they  have  to  meet,  and  their  experience 
prompts  them  to  be  skeptical  of  innovations  of  the  character 
proposed  or  of  any  other  innovation  that  would  tend  to  disript 
present  arrangements,  which  they  regard  as  generally  satis- 
factory.  The  economies  from  such  a  pooled  operating  arrange- 
ment are  possible  of  attainment  and  would  be  important,  but 
whether  justified  under  the  conditions ^existing  is  a  matter 
for  the  interested  lines  to  determine.* 
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CHICAGO 

4-1,  r.r,4    ^^^  progress  report  oi  February  14,  1935,  outlined 
the  Chicago  situation  In  detail.   Field  work  has  been  com- 
pleted and  the  report  Is  now  being  compiled.   It  Is  estimated 

that  an  annual  saving  of  $7,500,000  can  be  realized  by  a  co- 
ordination arrangement.   Your  Director  from  his  knowledge  of 
the  Chicago  situation  cOi slders  the  amount  ultra-conserva- 
tive.  The  zoning  asslgncant  and  projected  plan  of  operatior^ 
have  been  made  by  men  familiar  with  the  Chicago  terminal  prr>™ 
lem  and  with  successful  operation  of  large  terminal  unlta  aa 
part  01  their  long  practical  experience.  The  survey  and  es- 
timate are  separated  as  to  passenger  and  freight  facilities 
and  service. 

r.1.4       m^^  downtown  passenger  stations  are  operated  In 
Chicago.   The  survey  committee  In  Its  first  effort  eliminated 
one  unit,  reducing  the  number  to  five.   In  a  second  effort 
two  units  were  eliminated,  reducing  the  number  from  six  to 
n^'^^o  nnT   ^m^f  rearrangement  Is  estimated  an  annual  saving 
01  $52,023.   This  Is  probably  a  reasonable  estimate  upon  the 
Dasls  proposed.   Such  basis  was  determined  for  the  survev 
committee  by  the  Interested  lines. 

The  railroad  passenger  terminal  situation  In  Chicago 
has  been  under  consideration  over  a  period  of  many  years 
John  F.  Wallace,  a  prominent  engineer,  for  many  years  with  the 
Illinois  Central  Railroad  and  later  Chief  Engineer  of  the 
Panama  Canal  Commission,  was  employed  In  1914  by  the  City  of 
Chicago  to  head  a  commission  to  make  a  comprehensive  survey  of 
the  railroad  passenger  terminals  of  the  city,  and  subsequent- 
ly submitted  a  report  with  recommendations  to  the  Board  of 
Aldermen.   The  substance  of  the  conclusions  and  recommendations 
01  Mr.  Wallace  and  his  associates  was  that  two  new  terminals 
Ono^'i^  ^t   ^^^^^^^^^e^  ^o  take  the  place  of  those  then  existing. 
k!!!    ^  1^®4^^^  ^^^""^  ^^^^   completed,  the  present  Union  Station. 
but  no  definite  action  has  yet  been  taken  upon  the  proposed 
Illinois  Central  station,  to  be  used  jointly  by  certain  other 
^°^  i«+v  ^^  ^^®^^^^  °^  ^^®  Chicago  River  between  Van  Buren 
and  16th  streets,  a  complement  to  the  plan,  was  completed  sever- 
al years  ago.  ^ 

Rallw^v  TpSi^L^V^''^^^^'^^^^'^^^''?.^°  ^^^^  ^^P^^^  ^^  ^^e  Chicago 
Railway  Terminal  Commission,  of  which  Mr.  Wallace  was  Chairman; 

is  that  it  provlaed  for  closing  Grand  Central,  LaSalle  and 
Dearborn  stations  and  diverting  the  lines  using  these  facili^ 
Illfno?.  rL?r?''^^p  ^^^^  ^"^^""^  station  to  be  constructed  by  the 
siauSn  now  fn  Lr^v?  development  of  these  two  units,  the  uJion 
oLation,  now  in  service,  and  the  proposed  Lake  Front  qtati on 
and  straightening  of  the  Chicago  Lv^r,  It  wal  ^tSedtSat  there 
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could  be  released  for  commercial  development  large  areas  of 
valuable  space  then  valued  at  $20  per  square  foot,  the  total 
valuation  being  $60,000,000.  By  concentrating  freight  house 
and  team  track  operations  west  of  the  Chicago  River  and  ad- 
jacent to  the  Wabash  and  Chicago  &  Eastern  Illinois  facili- 
ties at  26th  Street,  more  than  three  times  the  area  proposed 
could  now  be  released  for  city  and  commercial  development. 
There  is  little  demand  for  such  space  at  the  present  time 
and  its  value  remains  for  normal  conditions  to  reveal.  We 
merely  stress  the  feasibility  of  the  release  and  the  im- 
provement incident  thereto  in  handling  both  freight  and  pas- 
senger traffic  with  less  operating  cost. 

The  Warf ield  survey  and  plan  for  unifying  terminal 
facilities  and  operations  in  Chicago,  completed  in  1922,  took 
no  exception  to  the  Commission's  plan  for  passenger  terminal 
and  operations,  adopting  its  findings  as  logical  and  proper. 
In  early  1923  a  committee  of  railroad  officers,  of  which 
J.  J.  Pelley  was  Chairman,  checked  and  reported  upon  the 
Warfield  plan  and  report.  While  taking  exceptions  to  all -the 
findings  and  recommendations  with  regard  to  freight  facili- 
ties and  operation,  it  concurred  in  the  findings  with  regard 
to  passenger  terminals. 

We  have,  therefore,  a  survey  by  the  city,  extend- 
ing over  a  period  of  seven   years  with  findings  and  recommenda- 
tions to  eliminate  the  LaSalle,  G-rand  Central  and  Dearborn 
stations.   These  findings  were  approved  by  a  committee  com- 
posed of  eminent  engineers  representing  the  Railway  Investors 
and  Security  Owners*  Association  (known  as  the  Warfield  Com- 
mittee), and  were  acquiesced  in  so  far  as  economies  are  con- 
cerned by  a  committee  of  railroad  officers  headed  by  Mr. 
Pelley.   Recently  a  City  Engineer,  Edward  J.  Noonan,  submit- 
ted a  report  to  the  Alderraanic  Committee  reaching  the  same 
conclusions,  with  the  exception  that  he  ^recommends  locating 
the  Lake  Front  passenger  terminal  at  Randolph  Street  instead 
of  at  16th  Street.   Engineer  Noonan  estimated  operating  econ- 
omies of  $3,000,000  per  annum  by  elimination  of  loop  stations 
and  use. of  tha  Lake  Front  station. 

The  present  committee  surveying  the  passenger  ter- 
minal situation  for  the  Coordinating  Committee  recommends 
closing  Dearborn  and  Grand  Central  stations  but  retaining  the 
LaSalle  station,  dividing  the  Grand  Central  and  Dearborn  oc- 
cupants among  the  other  units.   It  estimates  that  a  saving  of 
$52,023  per  annum  can  be  secured  by  such  an  arrangement. 
Added  to  this  is  $303,836   saving  in  mechanical  expense  inci- 
dent to  passenger  operations.  However,  taking  into  consider- 
ation the  report  of  Mr.  Wallace,  approved  by  the  Warfield  com- 
mittee and  concurred  in  by  the  Pelley  committee,  and  further 
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supplemented  and  brought  down  to  date  by  Mr.  Noonan  for  the 
Aldermanlc  Committee,  we  do  not  believe  that  the  report  now 
under  consideration  on  coordination  of  passenger  terminals 
and  their  operation  is  either  representative  of  the  proper 
arrangement  or  of  the  savings  to  be  secured  if  coordination 
is  developed  to  the  extent  of  practical  possibilities.   So 
much  time  of  highly  skilled  men  has  been  devoted  to  this 
study,  all  reaching  the  same  general  conclusion,  that  we  are 
impressed  with  the  practicability  of  the  arrangement  which 
they  proposed  and  its  economic  as  well  as  civic  possibilities. 

Your  staff  has  given  such  attention  and  considera- 
tion to  this  matter  as  time  and  forces  would  permit,  and  is 
convinced  that  the  present  arrangement  is  wasteful  and  in- 
ordinately expensive  in  operation;  also  that  coordination  as 
outlined  by  the  recent  survey  committee  would  improve  the 
situation  but  slightly  and  at  best  be  only  a  partial  measure. 
We  are  not  in  position  to  verify  the  savings  estimated  by  Mr, 
Noonan,  though  by  request  and  agreement  with  the  lines  he  was 
furnished  substantially  the  same  data  as  used  by  the  survey 
committee  and  upon  these  his  conclusions  are  predicated.   If 
such  economies  in  operation  are  possible  as  Mr,  Noonan  esti- 
mates, the  total  amount  of  savings  estimated  from  coordina- 
tion would  be  increased  from  $7,500,000  to  roundly  $10,000,000. 
Your  staff  is  going  further  into  the  practicability  and  desir- 
ability of  Randolph  Street  as  a  location  for  a  Lake  Front  pas- 
senger terminal  and  at  the  same  time  is  reviewing  the  operat- 
ing arrangement  proposed  so  as  to  reach  a  conclusion  as  to  its 
feasibility  and  the  savings  that  would  result. 

Coordination  of  freight  terminal  operations  would 
result,  according  to  the  survey  committee,  in  an  estimated 
saving  of  $7,043,000.   Conclusions  are  based  upon  present  per- 
formance compared  with  the  cost  of  a  proposed  unified  plan  of 
facilities  and  services.  Due  regard  has  been  given  to  main- 
taining service  by  each  line  the  same  as  or  better  than  that 
now  rendered,  meeting  the  individual  lines'  schedules  and  ser- 
vice requirements.   The  estimate  of  savings  is  considerably 
less  than  that  of  the  Warfield  committee,  but  is  based  on  a 
considerably  lower  volume  of  business.  Also  much  less  capital 
expenditure  is  involved. 

The  Warfield  survey  and  estimate  were  based  upon  car- 
mile  cost  computations.  A  unit  based  on  switch  engine  hours, 
used  by  the  survey  committee,  is  far  more  representative  of  the 
cost  of  yard  performance  together  with  service  imits  required 
Incident  thereto.   Concentration  to  capacity  of  facilities  and 
limiting  the  number  utilized,  instead  of  many  iinits  used  to 
partial  capacity,  is  also  reflective  of  proper  economies. 


39 


No  savings  incident  to  per-diem  payments  were  taken 
into  account  by  the  survey  committee.   It  appears  that  such  pay- 
ments would  be  decreased  materially  under  the  proposed  terminal 
plan.   In  the  Warfield  report,  $4,895,000  saving  in  per-diem  was 
estimated.  From  one  point  of  view,  per-diem  saving  is  a  mere 
matter  of  inter-company  bookkeeping,  what  one  company  saves 
being  lost  to  another.   There  is,  however,  actual  economy  in 
overhead  or  capital  expense  from  acceleration  of  car  moveme-^*, 
in  addition  to  direct  gain  in  operating  expense. 

The  savings  estimated  by  the  survey  committee  are 
relatively  as  great  as  reflected  in  some  estimates  and  appear 

low  considering  the  abundance  of  facilities  and  the  main-tra : 

connections  between  them.   The  topographical  layout  is  easy. 
Traffic  to  and  from  the  loop  district  is  so  concentrated  and 
congested  that  it  led  to  construction  of  major  classification 
facilities  beyond  the  city  limits,  interchange  traffic  moving 
via  b'elt  lines  and  loop  district  traffic  by  transfer  switch 
runs,.  The  differences  in  location  of  the  outside  classification 
yards,  some  being  separated  as  much  as  40  miles,  in  considerable 
measure  restrict  the  elimination  of  interchange  switching  and 
transfers  necessary  to  produce  the  maximum  results.   Traffic  cf 
the  Milwaukee  and  the  North  Western  should  logically  go  into  the 
same  classification  yard  as  traffic  of  the  New  York  Central, 
Pennsylvania  and  other  eastern  lines.   The  wide  separation  of 
the  present  road  terminals  and  operating  arrangements  and  agree- 
ments related  thereto  prevent  this  particular  assignment  and 
make  it  necessary  to  work  out  other  methods  of  Joint  handling 
to  produce  the  best  results  practical  of  attainment.   If  and  when 
the  area  is  fully  coordinated,  many  adjustments  will  be  made  pos- 
sible.  Estimated  on  the  basis  of  meeting  present  conditions  in 
the  general  manner  set  forth  in  the  current  survey,  and  taking 
into  consideration  amplification  of  economies  in  the  passenger 
terminal  rearrangement  and  operation,  to  which  we  are  now  giving 
consideration,  $10,000,000  is  a  conservative  estimate  of  the  sav- 
ings that  would  accrue,  and  in  our  opinion  such  savings  are  prac- 
tical or  aLLainment. 
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LOUISVILLE 

Based  on  June,  1934,  30,040  cars  are  interchanged  be  twee 
the  carriers  monthly  at  Louisville,  or  35  percent  of  the  total  car 
received  and  forwarded,  A  considerable  portion  of  the  time  of  yar 
engines  is  spent  in  marshalling  interchange  cuts  and  transferring 
them  from  line  to  line  and  reswitching  them  after  receipt,  much  of 
which  time  could  be  eliminated  by  utilizing  a  lesser  number  of  op- 
erating units.   It  is  stated  that  no  one  facility  is  capable  of 
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accommodating  any  other  line,  tnus  preventing  coordination. 
The  large  facilities  of  the  Louisville  &  Nashville  In  the 
yard  now  operated  In  South  Louisville,  plus  the  adjacent 
Mapother  Yard,  with  moderate  adjustments,  would  accommodate 
all  traffic  In  and  out  of  Louisville  at  this  time  with  allow- 
ance for  reasonable  Increase.   Seventeen  hundred  cars  each 
way  dally  Is  no  great  load  for  a  yard  of  3,936  cars  capacity, 
properly  arranged.  North-side  lines'  trains  can  easily  get 
to  these  yards,  eliminating  entirely  yard  transfer  movements. 
The  same  easy  access  Is  afforded  the  Southern  and  Illinois 
Central.   The  Chesapeake  &  Ohio  handles  little  traffic  and 
can  be  provided  for  In  the  L.  &  N.  downtown  unit.   At  most, 
only  two  units  should  be  In  operation  -  those  of  the  Kentucky  & 
Indiana  Terminal  and  of  the  Louisville  &  Nashville.   Calculated 
on  a  reduction  to  this  number  of  units,  a  conservative  estimate 
of  possible  savings  approximates  $500,000  per  annum,  upon  the 
present  flow  of  traffic,  with  accelerated  and  Improved  service* 
This  compares  with  no  savings  considered  possible  by  the  survey 
committee. 


MEMPHIS 

A  survey  committee  reported  a  possible  saving  of 
$281,619.   Your  regional  staff  amplified  this  estimated  saving 
to  $436,715.  Meeting  with  the  survey  committee,  your  Director 
and  regional  staff  took  exception  to  the  amount  of  savings  es- 
timated.  Under  proper  coordination,  the  economy  possibilities 
here  are  considerable  more  than  twice  the  committee's  estimate, 
Your  Director  estimates,  on  present  traffic  level,  that  the 
savings  possible  approximate  $700,000  per  annum.  After  receiv- 
ing his  report,  all  lines  except  the  Illinois  Central  took  ex- 
ception to  the  findings,  both  as  to  the  savings  estimated  and 
as  to  service  under  the  coordinated  arrangement.  Not  only  is 
the  larger  saving  possible,  but  service  will  be  materially 
improved. 


CHATTANOOGA 

The  survey  committee  reported  an  estimated  saving  of 
$104,777  pfer  annum  under  coordination  of  services  and  facilities 
Your  regional  staff  amplified  the  amount  to  $203,916.   An  in- 
vestigation on  the  ground  by  your  Director  and  a  member  of  the 
regional  staff  developed  that  the  Southern  Railway's  facilities 
are  more  than  ample  to  accommodate  the  operations  of  the  two 
other  lines,  and  that  under  such  a  joint  arrangement  the  annual 
saving  should  approximate  $425,000.   The  Southern  at  one  time 
operated  several  Independent  units,  combined  all  into  one  by  an 
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enlarged  facility,  and  secured  large  savings.  Its  facilities 
are  not  only  adequate  for  accommodation  of  the  two  other  lines 
but  are  easily  accessible.  By  pooling  the  operation  of  mer- 
chandise traffic  between  Chattanooga  and  Memphis  and  Atlanta, 
additional  economies  would  result. 


RICHMOND 

The  survey  committee  reported  no  savings  practicable. 
Analysis  of  the  report  with  members  of  the  committee  on  the  gr 
convinced  your  Director  that  services  and  facilities  of  all  - 
lines,  despite  physical  problems,  are  susceptible  of  pooling 
an  extent  that  economy  of  considerable  proportions  is  attainable. 
Lines  can  be  jointly  used  and  operations  re-arranged  without  dis- 
turbing adequate  service  to  the  public.   Through  movements  will 
be  expedited.   The  committee  is  engaged  in  a  resurvey  and  if 
full  possibilities  are  set  forth,  a  saving  in  operating  expenses 
approximating  $250,000  per  annum  should  be  found  possible  under 
a  fully  coordinated  arrangement.   This  amount  might  be  moderate- 
ly increased  or  decreased,  but  your   Director  is  confident  that 
it  is  approximately  correct. 


CHARLESTON  AND  SAVAl^AH 

The  survey  committees  at  these  points  reported  no  eco- 
nomies possible.  Your  regional  staff  after  analysis  and  review 
reported  $101,285  at  Charleston  and  $80,788  at  Savannah.   It  is 
the  opinion  of  your  Director,  after  going  into  the  matter  on  the 
ground  with  the  regional  staff  and  roads'  representatives,  that 
these  estimates  can  be  further  amplified;  at  Charleston  by  us© 
of  Coast  Lines'  facilities  to  maximum  by  all  lines,  and  at 
Savannah  by  the  use  of  the  Seaboard's  yard  and  engine  terminal, 
which  can  be  expanded  if  necessary  to  accommodate  all  needs, 
pooling  port  and  waterfront  facilities  for  all  lines,  using 
those  of  the  Central  of  Georgia  to  capacity  and  others  as  acces- 
sories, and  operating  Seaboard  freight  trains  over  Coast  Line 
double  track  between  Charleston  and  Savannah,   Such  arrangements 
worked  out  to  maximum  possibilities  would  more  than  double  the 
savings  shown  as  possible  by  conservative  estimates  of  a  staff 
representative,  although  no  savings  were  found  to  be  possible  bj 
the  committees. 


JACKSONVILLE 


The  same  applies  at  Jacksonville,  where  your  Director 
and  the  regional  staff  and  representatives  of  the  roads  observed 
the  situation  on  the  ground.  The  train  yard  of  the  Coast  Line 
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can  adequately  accommodate  all  the  traffic,  using  the  Seaboard 
yard  and   facilities  for  storage  and  repairs  to  Fruit  Growers 
Express  refrigerator  cars  and  conducting  all  car  repair  activi- 
ties except  running  repairs  on  repair  tracks  accessorial  to  the 
train  yard  of  the  Coast  Line.  This  would  eliminate  the  delay 
and  most  of  the  expense  of  the  14-mile  interchange  between  the 
Florida  East  Coast  and  the  other  lines  both  for  through  ahd 
local  traffic,  and  also  eliminate  duplicate  industrial  movet* 
by  each  line.  The  savings'  would  thus  be  incraased  to  approxi- 
rately  $450,000  per  annvna   with  considerably  improved  service. 


NEW  ORLEANS 

At  New  Orleans,  a  member  of  the  regional  staff  par- 
ticipated in  the  survey,  concurring  in  the  findings  set  forth 
in  the  committee's  report  because  no  different  arrangement  or 
result  could  be  agreed  upoi?  by  the  whole  committee.  The  amount 
of  $378,951,  estimated  as  a  possible  savinfe,  can  be  amplified 
to  somewhere  near  twice  this  figure,  or  to  approximately 
$750,000.  The  findings  of  this  committee  were  restricted  by  the 
uncertainty  of  method  of  operation  of  west-side  lines  upon  com- 
pletion of  the  bridge  across  the  Mississippi  River  now  under  con- 
struction and,  incident  to  this,  the  uncertainty  whether  pro- 
vision for  a  large  classification  yard  north  of  New  Orleans  along 
the  Illinois  Central  near  the  east  end  of  the  bridge  should  be 
made  to  accommodate  traffic  of  all  west-^ide  and  north- side  lines. 
The  conservative  course  was  taken  and  the  estimate  of  economies 
restricted  accordingly.   There  is  no  criticism  of  the  committee's 
position  in  this  regard. 

The  New  Orleans  Public  Belt  owned  by  the  municipality 
Is  now  constructing  a  line  paralleling  the  Illinois  Central's 
tracks  out  to  a  point  where  it  turns  west  to  connect  with  the 
bridge  and  west-side  lines.  There  might  be  some  necessity,  be- 
cause of  the  bridge  construction,  for  expanding  the  facilities 
of  the  Illinois  Central  somewhat  and  providing  for  Joint  use  by 
the  Belt,  but  there  seems  little  Justification  for  the  duplication 
of  facilities  and  duplicate  operation  that  will  follow  the  con- 
struction of  a  separate  parallel  line. 

Indicating  how  the  conclusion  was  reached  that  estimated 
savings  can  be  materially  Increased,  the  present  facilities  can  be 
Jointly  used  to  a  greater  extent  than  proposed  with  savings  en- 
lianced  even  in  greater  proportion.  During  November,  1934,  based 
on  a  test  day's  business,  30,600  cars  were  received  and  30,810 
oars  forwarded,  while  109,080  cars,  or  75  percent  more  than  were 
received  and  forwarded  to  and  from  the  terminal,  were  handled  in 
interchange.   Obviously  this  shuffling  and.  shuttling  of  cars  caused 
gi*eat  expense  ajid  consumed  much  time.   Considering  the  physical 
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layout,  volume  of  traffic  and  present  operating  expenses,  the 
possibilities  here  are  conqparable  with  those  reported  at  Omaha 
and  go  beyond  the  actual  savings  of  the  New  York  Central  at 
Toledo.  A  large  amount  of  the  traffic  to  and  from  the  terminal 
area  is  import  and  export  movement  largely  served  by  the  Public 
Belt,  and  individual  operation  has  little,  if  any,  influe^^^ 
upon  the  division  of  traffic  between  lines.   The  cost  or   >Tan- 
dling  in  the  terminal,  when  reduced  to  a  loaded  car-mile  basis 
by  dividing  the  number  of  car-miles  into  reported  operating 
costs  other  than  maintenance  of  way,  is  greater  than  the  cost 
per  loaded  car-mile  of  movement  from  Memphis,  Houston,  or 
Birmingham  to  New  Orleans. 

ATLANTA 

A  survey  committee  made  a  report  on  April  27,  1934. 
In  this  report  the  committee  found  that  no  savings  were  obtain- 
able imder  practical  coordination.  Your  regional  director  took 
exception  to  the  conclusion  and  the  basis  upon  which  findings 
were  predicated.  Further  investigation  was  made  and  a  supple- 
mental report  issued.   In  the  supplement,  the  committee  estimated 
that  savings  of  $361, 675  would  be  made  possible  by  a  capital 
expenditure  of  $1,597,000,  at  the  same  time  registering  a  vigor- 
ous protest  as  to  the  basis  of  the  survey.   Investigation  on  the 
ground  with  regional  forces  and  analysis  of  the  details  of  op- 
eration, as  set  forth  in  the  survey,  leads  your  staff  to  conclude 
that  the  arrangement  could  be  installed  with  much  less  capital 
expenditure,  in  fact  the  greater  portion  of  the  savings  could  be 
realized  with  a  capital  outlay,  necessary  to  make  proper  connect- 
ions, minor  additions,  etc.,  which  would  ne  relatively  small. 
Also  we  are  convinced  that  the  savings  estimated  in  the  supple- 
ment can  be  considerably  amplified,  taking  into  account  the  size 
of  operation,  voluime  of  traffic,  units  involved,  capacity  of 
facilities,  and  adaptable  physical  conditions.   Coordination 
pursued  to  its  full  possibilities  at  Atlanta  would  result  in  eco- 
nomies of  about  twice  the  amount  estimated  by  the  committee. 
This  estimate  of  your  staff  is  about  on  a  relative  parity  with 
the  estimates  made  by  representatives  of  the  same  lines  at 
Montgomery.  Elimination  of  duplicated  effort,  long  transfer,  etc. 
and  reciprocal  switching  delays  now  occurring  will  corresponding- 
ly accelerate  traffic  movement. 


44. 


I 


BIHMINQHAM 

The  terminal  area  at  this  point  was  surveyed  by  a 
committee  of  superintendents  and  Junior  officers  of  inter- 
ested roads  in  about  the  same  manner  as  was  pursued  at  New 
Orleans.   The  conclusion  of  the  committee  was  that  by  co- 
ordinating facilities  and  operations  in  the  Birmingham  area 
a  saving  of  $446,680  could  be  secured  based  upon  present  meth- 
^f^^2^  operation.   Here,  as  at  New  Orleans,  your  regional 
staff  concurred  for  the  purpose  of  reaching  an  agreement  with 
zne   committee.   In  the  opinion  of  your  Director,  the  esti- 
mate is  highly  conservative.   Considering  the  physical  layout. 
volume  of  traffic  and  facilities,  it  is  his  opinion  that  the 
estimate  of  the  surveying  committee  could  be  amplified  to 
some  <750,000  per  annum. 

Since  here,  as  elsewhere,  the  survey  committee  dis- 
regarded property  rights,  labor  and  other  restrictions,  for 
the  purpose  of  estimating  the  savings  physically  possible, 
the  Coordinator  in  his  letter  of  July  17,  1934  (see  Appendix 
B),  requested  the  Southern  Regional  Coordinating  Committee 
to  have  responsible  officers  of  interested  lines  undertake  to 
work  out  a  plan  to  put  the  proposed  coordinating  arrangement 
into  effect  or  to  say  definitely  why  it  could  not  be  done. 

Under  date  of  April  22,  1935,  a  six-page  report, 
with  appendix,  compiled  by  general  superintendents  and  Assist- 
ant general  managers  of  interested  lines,  was  transmitted  to 
the  Coordinator  by  the  Executive  Secretary  of  the  Southern 
Regional  Coordinating  Committee  without  comment  either  of  the 
executives  of  the  interested  lines  or  of  the  Coordinating 
Committee.   This  supposedly  is  a  reply   to  your  request  of 
July  17,  1934,  upon  the  Coordinating  Committee  for  a  plan  to 
put  the  proposed  arrangement  into  effect,  or  specific  reasons 
why  each  individual  line  would  not  agree.  Obviously  the  re- 
port is  not  a  response  to  your  request  and  under  the  circiim- 
stances  of  submission  could  hardly  be  understood  as  having 
had  authoritative  consideration. 

In  substance  the  conclusions  of  this  special  com- 
mittee of  responsible  officers  are  as  follows: 

Savings  were  over-estimated  by  the  survey  committee 
to  the  extent  of  $411,137.   It  is  said  that  switching  and 
yard  force  savings  are  overstated  to  the  extent  of  |164  888 
although  no  substantiating  data  are  submitted.   The  committee 
seems  to  have  arbitrarily  reduced  the  estimated  savings  in 
switch  engine  units  by  half.  The  survey  committee  was  compos- 
ed of  superintendents  and  subordinate  officers,  who  have  di- 
rect, charge  of  switch  engines  at  Birmingham  and  are  familiar 
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with,  and  resposlble  for,  their  operations.   They  should  be 
In  a  better  position  to  pass  upon  the  possibilities  In  this 
respect  than  the  representatives  composing  the  super-commit- 
tee, and  If  they  are  not  capable  of  doing  so,  then  It  seems 
strange  that  they  occupy  these  assignments  under  the  members 
of  the  super-committee. 

Exception  Is  taken  to  the  unit  cost  of  ^7.20  per 
switch  engine  hour  used  by  the  survey  committee,  and  this 
unit  measure  is  arbitrarily  reduced  to  #6.00  per  hour.   In 
this  connection,  attention  is  called  to  the  recent  decision 
l^   Reciprocal  Switching  at  Mobile.  ATr. ,  206  I.C.C.  151,  at 
the  hearing  of  which  special  cost  experts  of  the  Louisville 
&  Nashville  and  Southern,  two  of  the  Interested  Birmingham 
lines,  testified.   The  expert  of  the  Southern  computed  aver- 
age cost  at  $9. 10  per  switch  engine  hour  and  the  expert  of 
the  Louisville  &  Nashville  placed  it  at  $7.76.   Furthermore 
^^  Switching  Charges  at  Flovdada,  Try.  ^    206  I.C.C-  671,  a 
cost  of  $11.98  per  switch  engine  hour  was  approved.   In  Ex 
Parte  104,  Part  II,  Practices  Affecting  Operating  Revenues 
and  Expenses,  C.  L.  Mitchell  of  the  Southern  Railway  read 
Into  the  record  detail  cost  figures  on  terminal  switching  at 
Birmingham  and  Chattanooga  which  showed  the  cost  per  switch 
engine  hour  to  be  $10.94  for  a  6-wheel  switcher  and  $11.10 
for  an  8-wheel,  -  these  figures  not  including  general  repair 
costs  or  general  expenses  or  investment  charges.   In  another 
submission  in  the  same  hearing  a  figure  was  Introduced  to 
show  the  average  cost  at  15  selected  yards,  varying  accord- 
ing to  the  locomotive  type  from  $8.55  to  $10.16  per  switch 
engine  hour,  and  this  was  said  to  include  only  "out-of- 
pocket"  costs.   Either  the  cost  experts  of  these  lines  ap- 
pearing before  the  Commission  in  these  cases  referred  to 
and  testifying  under  oath,  mis-stated  the  cost  of  switch' 
engine  hours  or  the  members  of  the  super-committee  are  not 
sufficiently  informed  on  cost  accounting  to  Justify  them  in 
making  representations  on  this  item  of  expense  or  in  arbi- 
trarily Insisting  upon  figures  so  far'out  of  proportion  to 
those  of  the  other  experts. 

The  arbitrary  reduction  of  $32,272  in  the  survey 
committee's  estimate  on  coordination  of  freight  stations 
seems  to  be  a  matter  of  difference  of  opinion  between  the 
two  committees,  and  a  capital  expenditure  of  $165,000  which 
the  super-committee  says  would  be  required  to  permit  Sea- 
board engines  to  operate  into  East  Thomas  yard  is  not  de- 
tailed or  explained  in  any  way.   The  survey  committee,  - 
thoroughly  familiar  with  the  requirements  in  this  respect  - 
finds  no  necessity  for  an  expenditure  of  this  character. 
Further  exception  is  taken  by  the  super-committee  to  the 
survey  committee's  report  on  accounting  and  other  require- 


46 


mentG.   The  former  claims  that  added  accounting  forces  would 
have  tj  be  provided,  at  an  estimated  expense  of  $217,321. 
It  1g  stated,  therefore,  that  the  survey  committee  under- 
CotlLiatcl  these  requirements  to  the  extent  of  $190,721  per 
annu.a.   Obviously  the  same  forces  as  are  now  engaged  in  this 
partioulrr  work  for  all  of  the  lines  would  be  assigned  to 
render  the  same  service  in  a  joint  arrangement,  with  a  re- 
ducti  ;n  in  personnel  and  expense.   This  has  without  exception 
beer,  the  result  in  all  coordinated  or  merged  terminal  arrange 
mcnts. 

,  '        Reduction  of  the  estimate  by  $411,137  seems  to  have 
been  arbitrary  on  the  part  of  the  super-committee,  and  there 
appears  little,  if  anything,  to  justify  its  conclusions. 

The  super-committee  further  states: 

That,  probably,  no  better  scheme  could  be 
devised  for  retarding  the  handling  of  traf- 
fic, deteriorating  the  service  rendered, 
*  *  *  *  and  diverting  freight  from  the  rails 
to  the  highway,  than  the  one  to  zone  the 
territory,  as  contemplated  by  the  report  of 
the  general  committee. 

The  traffic  moves  in  high  speed,  through 
freight  trains,  and  for  those  lines  to  sur- 
render the  continuity  of  supervision  and 
handling  of  that  traffic  by  putting  it 
through  a  terminal  under  independent  super- 
vision as  here  proposed  is  unthinkable. 

Following  this,  the  remainder  of  the  report  Is 
largely  devoted  to  quoting  a  letter  from  the  General  Manager 
of  the  Atlanta,  Birmingham  &  Coast  as  to  the  adverse  effect 
coordination  of  terminal  facilities  at  Birmingham  would  have 
on  that  line. 

As  for  the  Atlanta,  Birmingham  &  Coast,  it  handles 
3  per  cent  of  the  cars  in  and  out  of  Birmingham,  operates 
two  freight  trains  each  way  daily,  with  an  average  of  30 
cars,  nearly  half  of  which  are  empty.   In  the  month  of  Novem- 
ber, 1932,  the  A.  B.  &  C.  delivered  1,555  cars  to  connec- 
tions and  received  1,551,  from  connections,  a  total  of  3,106. 
Approximately  85  per  cent  of  the  total  cars  handled  by  this 
line  are  received  and  delivered  in  interchange.   To  operate 
this  line  into  the  L.  &   N.  facilities  as  proposed  could  be 
done  with  practically  no  additional  expense  to  the  L.  &  N. 
This  applies  to  the  two  switch  engines,  freight  house  opera- 
tions, and  mechanical  operations,  both  locomotive  and  car, 
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and  would  merely  be  assigning  this  work  to  another  member  of 
the  family,  as  both  railroads  are  controlled  by  the  Atlantic 
Coast  Line.   The  small  amount  of  l.c.l.  traffic  handled  by 
the  A.  B.  &  C.  is  more  expensive  to  truck  to  and  from  its 
remote  facilities  than  to  and  from  the  L.  &  N.  facilities. 
The  expense  of  such  trucking  of  light  loads  to  and  from  its 
poorly  located  facilities  no  doubt  tends  to  keep  a  consid- 
erable amount  of  the  l.c.l.  traffic  on  the  highways  instead 
of  on  the  A.  B.  &  C.  railroad. 

The  further  conclusion  that  it  is  "unthinkable" 
than  an  independent  terminal  organization  should  be  allow- 
ed to  handle  this  high  speed  traffic  for  all  lines  seems  to 
be  refuted  by  the  fact  that  three  of  the  lines  whose  repre- 
sentatives subscribed  to  this  report,  the  Central  of  Georgia, 
Illinois  Central,  and  Frisco,  now  conduct  just  such  a  joint 
arrangement  in  the  Birmingham  terminal  area.   The  Southern 
Railway  participates  in  a  comparable  arrangement  at  Louis- 
ville, which  handles  some  of  the  traffic  that  passes  through 
Birmingham.   This  Kentucky  &  Indiana  Terminal  at  Louisville 
has  complete  charge  of  and   handles  all  of  the  operating  func- 
tions, even  to  the  extent  of  train  yard  work  between  two 
divisions  of  the  Southern.   Four  of  the  Birmingham  lines  turn 
over  most  of  their  activities  at  St.  Louis  to  the  Terminal 
Railroad  Association.   The  A.  B.  &  C.  Railroad  does  not  parti- 
cipate in  any  similar  arrangement  that  we  know  of,  but  as 
indicated,  its  traffic  is  small  in  volume  and  its  position 
under  the  arrangement  proposed  would  be  decidedly  improved. 
The  Seaboard  operates  few  joint  arrangements  of  consequence, 
and  like  the  A.  B.  &  C.  would  probably  be  better  off  if  it 
did. 


Illustrating  the  effect  that  such  a  coordinated 
operation  of  terminal  facilities  at  Birminghsim  would  have  upon 
this  high-speed  through  traffic,  let  us  trace  the  movement  of 
a  car  of  oranges  originating  on  the  East  Coast  in  Florida, 
arriving  at  Birmingham  over  the  Seaboard,  and  destined  to 
Winnipeg.   The  train  moving  this  car  pulls  into  the  Seaboard 
classification  yard  at  Birmingham,  where  all  cars  are  switch- 
ed, inspected,  carded,  and  classified.   Then  a  transfer  engine 
takes  this  car,  either  along  or  associated  with  other  cars, 
in  a  special  move  to  the  yards  of  the  Southern  Railway,  where 
the  cut  is  received  in  the  same  manner  as  an  inbound  train, 
being  inspected,  carded,  and  then  switched  into  classifica- 
tions, the  car  of  oranges  being  assigned  to  the  proper  train 
to  be  forwarded  to  Louisville.   At  Louisville,  it  goes  into 
the  joint  yard  of  the  Kentucky  &   Indiana  Terminal,  where  the 
Southern  loses  control  and  the  terminal  organization  inspects, 
cards,  switches  anql  makes  up  this  car  with  others  into  an 
outbound  Southern  train  with  joint  employees  that  handle  c^rs 
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concurrently  for  the  Baltimore  &   Ohio  and  Monon.   The  opera- 
tions are  much  simpler  and  are  conducted  with  less  expense 
than  at  Birmingham,   This  particular  car  can  move  to  St.  Louis 
on  the  Southern,  where  it  is  delivered  to  another  Joint  termi- 
nal arrangement  for  delivery  to  the  Wabash,  which  moves  it 
to  Des  Moines.   There  it  is  handled  by  another  Joint  terminal 
arrangement,  and  moves  out  over  the  Chicago  Great  Western  to 
the  Minnesota  Transfer,  another  Joint  terminal  arrangement. 
Thence  it  moves  to  Winnipeg  over  the  Great  Northern.   In  the 
course  of  its  Journey  it  has  passed  through  four  "unthinkable" 
arrangements  with  no  apparent  effect  upon  the  good-will  or 
going  concern  value  of  any  of  the  lines  involved.   Obviously 
the  produce  dealer  in  Winnipeg  does  not  know  or  care  whether 
it  was  supervised  individually  or  collectively  at  Birmingham. 
It  could  move  out  of  the  Joint  Kentucky  &  Indiana  Terminal 
yard  with  equal  freedom  over  the  Baltimore  &  Ohio  to  Cleve- 
land or  over  the  Monon  to  Chicago.   It  would  be  a  most  diffi- 
cult problem  to  ascertain  where  any  benefit  accrued  to  the 
Seaboard  incident  to  switching  this  car  of  oranges  in  its 
own  yard,  with  its  own  switch  engine,  housing  the  engine  in 
its  own  house,  cleaning  its  fire  with  its  own  cinderpit  men, 
coaling  from  its  own  coal  chute,  inspecting  and  carding  with 
its  own  inspectors,  checking  with  its  own  yard  clerk,  and 
reconsigning  with  its  own  reconsigning  clerk,  or  to  the  South- 
em  Railway  in  the  same  character  of  handling. 

It  would  be  equally  difficult  to  ascertain  how  the 
Southern  Railway  was  adversely  affected  in  any  manner  by 
running  its  train  into  the  Kentucky  &  Indiana  Terminal  Yards 
at  Louisville,  where  it  has  no  individual  forces  or  facili- 
ties of  any  kind  for  operating  purposes  but  relinquishes  all 
responsibility  for  further  handling  and  forwarding  to  the 
Joint  forces  of  the  Kentucky  &  Indiana  Terminal,  under  a 
Joint  management  headed  by  a  Vice-President- and  General  Mana- 
ger, which  terminal  performs  concurrently  the  same  service 
for  the  Baltimore  &  Ohio  and  Monon.   On  the  other  hand,  it 
would  be  relatively  simple  to  ascertain  the  increase  in  ex- 
pense in  operation  by  independent  procedure  on  part  of  the 
Seaboard  and  Southern  at  Birmingham  as  compared  with  the 
Joint  arrangement  at  Louisville,  particularly  the  greater 
time  consumed  by  the  former  compared  with  the  latter. 

Obviously  the  report  of  the  super-committee  is  not 
a  response  of  any  value  to  the  request  of  the  Coordinator 
upon  the  management  of  interested  lines  as  conveyed  in  his 
letter  of  July  17,  1934.   Neither  would  it  appear  to  have  any 
particular  value  of  a  critical  nature  in  its  exceptions  to 
the  survey  committee's  findings.   It  merely  conveys  the  im- 
pression of  an  effort  to  maintain  and  continue  the  present 
individual  methods  of  operation  at  Birmingham  and  to  insist 
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that  no  oLner  arrangement  is  more  economical.   Naturally,  to 
concede  economy  would  weaken  the  basis  of  contention  for' indi- 
vidual operation.   The  figures  and  statements  made  by  the 
super-committee  in  this  respect,  stressing  the  importance  of 
individual  operation,  appear  particularly  to  lose  importance 
in  the  light  of  the  fact  that  the  lines  represented  by  these 
officers  participate  in  joint  arrangements  at  Birmingham, 
Louisville,  St.  Louis,  Des  Moines  and  other  places. 


PUTTING  THE  PLANS  INTO  EFFECT. 

conditions  incident  to  making  effective  coordi- 
nating arrangements  of  sizeable  proportions  may  require  be- 
ginning upon  a  moderate  scalfe,  expanding  as  experience  dic- 
tates to  cover  related  activities  i^til  the  field  is  sum- 
ciently  covered  for  realization  of  the  savings  possible  and 
perfecting  of  service.   We  have  had  tentative  contracts  and 
agreements  drafted,  by  way  of  models,  with  a  view  of  sub- 
mitting them  for  consideration  as  indicative  of  a  reasonable 
procedure.   A  Legal  Committee  worked  out  a  tentative  plan 
for  Kansas  City,  another  is  being  worked  out  for  the  Twin 
Cities.   Your  organization  endeavored  to  work  out  a  procedure 
that  would  be  generally  applicable,  with  appropriate  modifi- 
cations. 

Since  each  project  presents  a  separate  and  indivi- 
dual problem,  including  specific  interests,  property,  per- 
sonnel, etc.,  it  clearly  necessistates  an  arrangement  for 
each  point  which  will  meet  the  immediate  and  particular 
situation  presented.   These  are  matters  for  negotiation  by 
the  officers  of  the  roads  involved  at  each  point. 

We  suggested  to  the  Kansas  City  Lines  tnat  they 
begin  by  establishing  an  arrangement  for  pooling  all  switch- 
ing in  the  terminal  area,  and  then  as  the  operation  became 
adjusted  and  complete,  gradually  extend  it  to  engine  house 
and  car  repair  and  inspection  units,  thus  expanding  until 
all  related  operations  were  blended  into  a  jointly  operated 
terminal.   An  association  established  for  the  purpose,  equally 
participated  in  by  all  lines,  could  make  necessary  leasing 
or  other  arrangements'  and  establish  personnel  requirements, 
utilizing  forces  on  a  proper  participation  basis.   There 
should  be  no  great  difficulty  in  working  out  operating  ar- 
rangements somewhat  along  these  lines  that  would  yield  the 
major  portion  of  benefits  to  be  derived  from  coordination. 
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SUMMARY. 

It  would  seem  proper  to  conclude  from  the  discuss: 
of  particular  and  typical  situations  in  this  appendix  that  the 
opportunities  for  economy  through  coordination  of  terminal 
facilities  are  considerably  greater  than  the  carriers  are 
often  inclined  to  report,  that  there  are  seldom  insurmou--^ -ible 
obstacles  in  the  way  of  the  realization  of  these  opportu..i- 
tles,  and  that  many  of  the  objections  which  the  carriers  have 
voiced  in  various  instances  arise  out  of  a  desire,  conscious 
or  unconscious,  to  perpetuate  arrangements  in  effect  oYer 
long  period.s  of  time. 


^        Separate  performance  by  individual  lines  of  all 
phases  of  terminal  operations  is  obsolete,  as  to  both  cost 


of 


and  service  results.   Pooled  operations  will  often  perr.it 
greater  flexibility  and  frequency  of  service,  as  well  as 
reduce  costs  and  avoid  the  need  for  duplicate  facilities 
requiring  capital  outlay.   Control  and  management  of  many 
terminal  operations  by  individual  railroads  is  clearly  waste- 
ful, impedes  the  free  flow  of  traffic,  and  has  no  "good-will'' 
value  of  consequence  in  the  relations  of  railroads  to  their 
patrons.   The  advantages  of  coordination,  however,  can  be 
secured  without  making  it  complete.   Particular  services  or 
areas  can  often  be  reserved  to  individual  lines,  preventing  or 
minimizing  duplications  through  general  supervision  by  the 
pool  management. 

+  >,.       Judging  by  the  reports  of  the  survey  committees, 
the  common  tendency  to  adhere  to  present  practice  does  not 
spring  from  lack  of  knowledge  of  the  economies  which  coordi- 
nation would  make  possible.   In  general  they  realize  the 
opportunities.   It  seems  to  be  the  product  of  fear  that  the 
position  or  prestige  of  individual  lines  would  be  impaired. 
Each  railroad  feels  that  it  can  conduct  its  own  affiars 
better  than  any  coordinated  management.   If  personnel  is 

fo  +3  f^^'^"^''.^^^^'''^'''^^  terminal  organization,  the  fear 
is  that  there  will  be  a  loss  in  esprit  de  corps  and  in  the 
enthusiasm  and  initiative  of  employees.   There  is  a  corZ 
responding  belief  that  "good-will"  of  shippers  and  traffic 
gains  are  created  by  individuality  of  service  and  direct 
contacts  .yithout  any  terminal  organization  as  an  intermediary. 

These  fears  and  beliefs  are  not  without  reason, 
ihe  error  lies  in  projecting  them  beyond  the  scope  of  reason- 
able application.   Many  of  the  mechanical  and  other  operations 
in  the  terminal  district,  such  as  the  operation  of  cinder 
pits  or  coal  chutes,  transfer  switching,  classifications,  etc. 
have  no  bearing  on  relations  with  shippers,  except  as  they 
influence  the  service. which  shippers  receive.   The  latter  have 


no  direct  knowledge  of  or  contact  with  such  operations,  and 
far  as  service  Is  concerned,  the  elimination  of  wastes  will 
In  most  Instances  also  eliminate  or  reduce  time  consumed  and 
delays.   No  one  who  faithfully  explores  the  maze  of  classifi- 
cations and  transfers  and  unnecessary  movements  which  are 
Involved  in  individual  railroad  operations  within  a  large 
terminal  district  can  have  any  doubt  on  this  point. 

A  joint  management  in  which  all  the  lines  are 
equally  interested,  employing  adequate  forces  and  conduct 
many  appropriate  operations  within  the  terminal  area,  can 
be  made  to  perform  with  such  increased  efficiency,  as  com- 
pared with  the  efficiency  of  diverse  operations  by  indivi- 
dual lines,  that  the  service  to  the  public  will  be  Improved 
with  an  enhancement  of  "good-will"  value  to  all  the  parti- 
cipating carriers. 
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November  20,  1933. 


TO  THE  REaiONAL  COORLINATINa  COMMITTEES: 


At  my  confere 
the  question  was  discus 
of  economies  to  be  real 
Joint  use  of  facilities 
the  like  should  be  carr 
letter  to  the  Western  R 
through  Mr.  Taylor,  on 
part  as  follows: 


nee  with  the  Committees  on  November  9, 
sed  as  to  the  extent  to  which  studies 
Ized  through  unification  of  terminals, 
,  pooling  of  traffic  or  service,  and 
led.   On  September  14  I  addressed  a 
eglonal  Coordinating  Committees, 
this  general  subject  which  read  in 


When  I  was  in  Chicago  last  week  I  had 
the  pleasure  of  conferring  with  Messrs. 
Budd  and  Scandrett  of  the  Committee,  and 
also  with  you.   As  I  then  Indicated,  I  be- 
lieve that  it  would  be  most  unfortunate  if 
the  complications  caused  by  the  labor  re- 
strictions in  the  Act  should  result  in  any 
let-down  or  lack  of  diligence  on  the  part 
of  the  carrier  committees  which  are  engaged 
in  the  work  of  searching  out  economies  in 
operation  possible  through  cooperative  car- 
rier effort.   While  circumstances  and  pres- 
ent legal  limitations  may  prevent  the  imme- 
diate accomplishment  of  many  of  these  econ- 
omies, I  am  thoroughly  persuaded  that  know- 
ledge of  what  is  possible  in  this  direction 
will  ultimately  prove  of  very  practical 
benefit.   The  future  outlook  for  the  rail- 
roads is  such  that  it  cannot  be  otherwise. 

The  question  came  up  at  my  Chicago 
conference  as  to  how  far  the  investigation 
into  these  matters  should  be  carried.   The 
final  stage  preceding  actual  accomplishment 
of  any  economy  project  involving  two  or  more 
carriers  would,  of  course,  be  negotiations 
over  various  terms  and  conditions  which  it 
might  be  necessary  for  the  carriers  to  agree 
upon,   m  many  Instances  such  negotiations 
might  consume  much  time  of  important  rail- 
road officials,  and  the  question  presented 
was  whether  I  regard  it  as  essential  that 
they  should  be  carried  on  up  to  the  point 


Of  reaching  definite  agreements,  in  view 
of  the  fact  that  actual  accomplishment  of 
the  projects  may  be  indefinitely  post- 
poned. 

After  considering  this  question,  it 
seems  to  me  that  it  is  unnecessary  for 
the  present  to  carry  the  study  of  these 
projects  up  to  the  point  of  definite 
agreement  upon  terms  and  conditions.  How- 
ever, the  study  should  be  carried  far 
enough  so  that  it  can  be  determined 
whether  or  not  there  is  reasonable  pros- 
pect that  the  project  can  be  accomplished. 
There  may  be  insuperable  obstacles  in  the 
way,  or  there  may  be  difficulties  which 
are  likely  to  yield  to  negotiations,  or 
there  may  be  no  dlff iculties.  The  pros- 
pects ought  to  be  analyzed  to  this  general 
extent,  but  I  can  see  no  sufficient  reason 
for  conducting  negotiations  to  the  point 
of  final  agreement,  at  least  where  it  is 
clear  that  the  labor  restrictions  in  the 
Act  will  for  the  present  prevent  cohsum- 
mation  of  the  projects.   Of  course  the 
study  should  also  be  sufficient  to  indi- 
cate the  approximate  savings  which  can 
probably  be  realized. 

In  o,H^o>.+'^?v,"'f^?  ^^^^  matter  still  clearer,  if  possible,  it 
is  evident  that  in  any  such  study  there  are  two  stages: 

.,       ^^   '^^^  determination  of  whether  economies  in  ODcr- 
atlon  are  physically  possible,  and  the  probable  amount  there- 

ooTM^  ^        ?C  ^^®  determination  of  whether  they  are  practi- 
cable in  other  respects.  ^ 

+>..  r,^   +  ^?^  studies  should  certainly  be  progressed  through 
the  first  stage  and  report  made  accordingly,  'if  economies 
are  not  physically  possible,  of  course  there  is  nothing  more 

Ifall^'^r  ;>.   ^  .^^^\^''?  physically  possible,  ^^hen  the  Second 
stage  of  the  study  begins. 

/,4^^4  ^^J^   this  second  stage,  it  may  be  found  that  no 
fi  n?^  ^^  ®^^^^  ^^  the  .way  of  agreement  upon  the  part  of 
the  lines  concerned.   If  so,  this  fact  should  be  reported. 
It  may,  however,  be  found  that  there  are  difficulties,  due  to 
traffic  considerations  affecting  individual  lines,  or  to 
property  rights  which  must  be  given  up  and  for  which  there 
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evlnfe-^%n!!h^^????^"n^f!^^°'''  °''  ^°  °*^^^  reasons.   In  this 

Iv  ^5;.?^  ^/^^^i^i"^*^®^  "i^y  ^®  overcome  in  two  possible  ways- 

^oorlfnitni^r.'  ^^^^^'^^  ^^^  carriers,  or  by  reference  to  JSJ 

anJr«i^?nrk  of  course ,  to  review  by  the  Commission).   In 
??tween  ?h.  o?^f  ^f  ^^'^'.^  ^°  "°*  ^^^^  f°r  ^°tual  negotiations 
report  iSLff®°*^u  °^5:''^^''^  °^^^  *^«s«  matters,  but  for  a 
X^eSreS^^nn  i?^  the ^  character  of  the  difficulties,  and  for 
wp^nnf  +S"  ?  opinion  upon  the  part  of  the  committees  which 
Sf?lcS?tii?%«n''r*^^^^^"^  ^"  ^°  ^^^  likelihood  that  these 
anffin  o5  f^  r  ^^  ove^conie,  either  by  negotiations  or  by 
^?+J°«  f   the  Coordinator.  The  Regional  Coordinating  Com- 

TrlTsLlni  Ttlt  llltlT''''    ''   "  ^°  ^^^^^^^'  ^^^^-  -P- 

accompllsh^en^  of  tS^^foL°mle%^^fs  pre?e°^S'f:?^Se\°^e^ 
str?ftSn«  L^^^r  restrictions  in  the  Act.   If  these  S! 

iVtH^r^    should  not  be  carried  through  to  consummation, 

.ay  lncldeJt"a?[y^l-o!?^  L^lbL^^^t^^^^Se^^^  Til^Ln 
TSt  n/^r^^  ''°*  ^  studied.   I  have  not  referred  ?Se  sSb- 
^^°l?f  abandonment  of  lines  to  the  Regional  Coordinating 
Committees,  preferring  to  leave  the  individual  carriers  free 
to  pursue  such  abandonments  before  the  Commission  under  the 

Sifri^*?  ^?°?r°^  ^°*-  Whatever  abandonments  ar^so  de- 
sired by  individual  carriers  can  be  followed  up  In  this  wav 

infnt^^f  ^"""."^  i^?\^^°^  ^^*  ^^^y   "»^y  also  be^ln?ol?e!  1^' 
i?tfi*.^i^°^^''^^?^  f?^  "^^^^^  consideration  by  the  com- 
The  SLr  ?P«?S^^°  the  Regional  Coordinating  Committees. 

th«  Sf^4f+^  ^°^^°?f'.^°'®^®^'  '^o^l^  stand  In  the  way  of 
the  immediate  accomplishment  of  the  entire  Joint  project 


Federal  Coordinator  of  Transportation 
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July  17,  1934. 


TO  THE  RECJIONAL  COORDINATING  COMMITTEE: 

It  will  be  recalled  that  on  November  20,  1933,  I 
sent  a  communication  to  the  Coordinating  Committee  in  regard 
to  the  exte^nt  to  which  the  studies  of  economies  to  be  real- 
ized through  unification  of  terminals,  Joint  use  of  facili- 
ties, pooling  of  traffic  or  service,  and  the  like  should  be 
carried.  To  refresh  your  recollection,  a  copy  of  that  com- 
munication is  attached  hereto. 

Since  that  communication  was  sent,  these  studies, 
more  particularly  of  unification  of  terminals,  have  been 
carried  on  to  a  considerable  extent.   More  satisfactory  pro- 
gress has  been  made  in  the  West  than  in  the  East  and  South, 
but  quite  a  little  has  been  or  is  being  done  in  all  three 
regions.   Progress,  has,  however,  been  slow,  and  the  two 
principal  reasons  for  this  slowness  appear  to  be  these: 

1.  The  present  restrictions  in  the  Emergency  Act 
upon  reduction  in  railroad  employment  have  stood  in  the  way 
of  immediate  accomplishment,  and  it  is  not  easy  to  whip  up 
enthusiasm  for  a  survey  which  seems  to  have  no  present 
practical  object. 

2.  It  appears  to  be  a  common  feeling  among  rail- 
road executives  that  even  if  there  were  no  restrictions  upon 
reduction  in  employment,  these  surveys  would  still  be  futile, 
because  of  the  impracticability,  on  account  of  competition 
and  the  strategic  advantages  of  certain  favored  roads  under 
present  conditions,  of  reaching  a  voluntary  agreement  on 
these  projects  by  the  carriers  concerned,  and  because  the 
Coordinator  woiad  find  it  impracticable  to  draft  an  order 
which  woiad  sufficiently  protect  property  rights  and  stand 
the  test  in  the  courts. 

This  being  the  case  I  think  I  should  make  it  clear 
to  you,  if  I  can,  why  I  believe  these  surveys  to  be  of  great 
importance,  from  the  point  of  view  not  only  of  the  public 
interest  but  of  the  interest  of  the  railroad  industry,  and 
why  they  should  be  vigorously  prosecuted. 

The  first  step  is  to  find  out  what  is  physically 
possible  in  the  way  of  economies  in  operation.   The  railroad 
industry  is  now  in  a  situation,  which  in  all  probability  will 
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continue,  where  no  opportxmlty  for  economy,  however  small, 
can  profitably  be  neglected;  but  I  believe,  and  the  evidence 
already  gathered  shows,  that  the  possibilities  for  economy 
through  terminal  unification  and  the  like  are  very  large. 
Not  only  is  this  shown  by  such  surveys  as  have  already  been 
made  under  the  guidance  of  my  staff,  but  it  is  demonstrated 
Dy  What  has  been  done  in  instances  where  consolidations  or 
other  favorable  circumstances  have  resulted  in  unification: 

+   .  .  J^^   second  step  is  to  find  out  what  obstacles 
fl^t  Z   way  of  what  may  be  physically  possible,  and 

whether  suc-h  obstacles  can  be  removed,  and,  if  so,  how.  As 
suggested  above,  these  obstacles  are  of  two  kinds: 

.,   „     !•   Labor  Obstacles.   The  present  restrictions  in 
the  Emergency  Act  are  less  formidable  than  they  were  a  year 
ago,  owing  to  the  retirements  for  various  -causes  which  have 
since  taken  place  and  the  increase  in  the  total  number  of 
employees.   They  will  become  less  formidable,  if  and  when 
the  new  Pension  Act  becomes  practically  effective.   It  is 
quite  possible  that  as  these  restrictions  now  stand,  a  verv 
considerable  measure  of  the  economies  can  be  realized,  either 
now  or  six  months  from  now.  Moreover,  these  restrictions  are 

oro?.^"^'  E  I   f".^"  f  position  to  make  public  the  results 
of  studies  which  indicate  definite  possibilities  of  sizeable 
and  Important  economies,  the  shippers  and  travellers  of  the 
country  are  bound  to  become  interested  actively,  particularly 
if-,  4?®^  should  at  the  sajne  time  be  threatened  with  the  possi- 
bility of  rate  increases.   The  effect  will  be  more  pronounced 
II  1  can  at  the  same  time  propose  reasonable  means  of  givinK 
labor  a  Just  measure  of  protection,  a  problem  on  which  my 
staff  is  working.  "^ 

,  ,   4-,   ^1  Competitive  Obstacles.   The  attitude  of  individ- 
ual railroads  toward  these  projects  is  a  serious  obstacle 
Here  is  where,  as  I  see  it,  there  is  opportunity  for  railroad 
statesmanship  to  make  Itself  felt.   Let  me  bring  to  your  mlSd 
one  or  two  points  which  I  deem  to  be  important. 

(a)  There  is  reason  to  believe  that  these  strategic 
advantages  of  location  and  the  like  are  much  exaggerated  of r- 
ticularly  since  the  advent  of  the  truck,  whether  frSoDe?ated 
independently  or  as  an  auxiliary  of  some  other  railroId?^'I?tI? 

r«Ti>oL  f^^°\^£^^°^i^  ^°  ^^""^   shippers  to  any  particular 
railroad  except  through  good  service  and  good  treatment. 

'  ^^^  "^^  ^   "^®^y  considerable  extent  these  alleced 
strategic  advantages  are  dependent  upon  statutory  provisions 
iS/^^?^  ^^^  railroads  have  no  constitutional  rl&t  and  of 
which  they  can  be  deprived  by  legislation.   I  refer,  for 
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^hTit^lr,^^^   provision  against  so-called  short-haulina 
loleS  for  ?hJ''''^°™  ^  P^^^'°  function;  they  were  SS 

ipn  r^^L^^S    ?^^u^°  compel  the  best  service  which  the  rails 
service  bf  two  nr''^or'\'"^°'^%^  single-line  service  or  loint 
?lS^t  L  rpnn?r,°  t  °??/^!?^^-   Individual  railroads  have  no 
peSe  o?  ?hP  hHt  ^"^^vn  *°  '"°''^  °^^^  ^^^i^  ^^lls  at  the  ex- 

Si??lcul?y  in  thf  w!'''  '"'°  existence;  there  is  no  legal 

T'nnr.^o^c  ^°^  Even  more  important  is  the  fact  that  individual 
tSe  exJen^P^o^^th'"''? ^Prr^^-'^^y  conditions  long  prospir  af 
a  whoS   ?+  f  ^^   ^^^*  interests  of  the  railroad  industry  as 

?oge?hI;   I  be'ifJvfth'f ^^  ^  ^^^  ^°^  solidarity  and  stLdfng 
^+o^  +  :v4  ,   i^®^®  ^^^^  y°^  will  agree  with  me,  if  vou  will 

I^l?ma?ic  "''^''°^'  "'  '^^'  '^^^  statement  is  practlc^lf 

support,  or  it  can  be  done  by  public  ownership  and  operation. 

r>^noi^=v,  +J  ^  ^^^^  hopeful  that  when  these  and  other  like 
considerations  are  given  their  due- meed  of  thought  thesJ 
Sh^n'^%^f  strategic  obstacles  to  unifSa^lon' projects 
^no^   ?n?°*  involve  the  elimination  of  the  individSal  rail- 
executives  "°Hni°°'''  ^'  l^:^'   ^'   ^^^y  ^^^^  appeared  to  mSy 
luf^ltlf.   However,  what  I  want  the  executives  to  do  is  to 
put  the  matter  to  practical  test.   There  are  three  l  arap  an^ 
typical  terminal  unification  projects!  onfLelch  Sjlon 
which  are  ripe  for  such  a  test  or  sooA  w?!l  be!  I  Jeferto 
the  projects  at  Detroit,  Kansas  City  and  BirmlAgham 

^  ^^^^   -^  propose  and  request  is  that  the  railroado 

rep?esen?at'JvJrwhr:n°f  '?r.^  Projects  appoint  re tpoSslbL 
itjpxeseriLaLives  who  will  sit  down  together  withmit  h^i  o.r  ^^a 

uo„/2ijrpir^o".'KTarSri;;?re??eJf?LS??:r°-if 

such  a  plan  can  be  worked  out,  it  may,  indeed  oroveThr;  it 

SS  ^ItTtVilT^r.   "°,**"^^t^ndlnI't£1:bor^r:i?riSiois 
and  with  the  protection  to  labor  which  they  afford.   '''"'""^ 

fl£,..po  +   ■'■^  ^^   proves  that  all  the  lines  are  unwillimr  to 
agree  to  any  plan,  then  I  shall  want  to  know,  wlthoutlelay. 


58 


what  lines  prevent  an  agreement  and,  definitely  and  specifi- 
cally, why  they  refuse  to  agree.   This  will  give  me  an  oppor- 
tunity either  to  enter  the  negotiations  and  try  my  hand  at  a 
settlement  or  to  consider  what  order  might  be  drafted  which 
would  compel  the  unification  and  at  the  sajne  time  meet  Con- 
stitutional requirements. 

As  indicated  in  my  statement  on  November  20,  1933, 
hereto  attached,  I  have  been  unwilling  to  put  the  railroads  to 
the  labor  and  burden  of  such  negotiations  in  the  case  of  each 
and  every  project  which  is  being  surveyed.   The  labor  and  bur- 
den of  trying  the  matter  out  on  these  three  typical  projects, 
however,  will  not  be  unreasonable,  and  the  results  ought  to 
afford  a  fair  and  good  test  of  what  is  practicable.   In  the 
event  of  demonstrated  impracticability  as  the  law  now  stands, 
then,  of  course,  possibilities  which  may  be  opened  up  by 
further  legislation  will  have  to  be  considered. 

Let  :::.:•  make  it  clear,  however,  that  these  practical 
tests  of  the  ability  of  the  railroads  to  agree  upon  unifica- 
tion projects  are  jnot  intended  in  any  way  to  interfere  with 
the  prosecution  of  the  studies  of  terminal  unification  and 
other  coordination  projects.   It  is  imperative  that  this  work 
should  be  ccntin.ied  and  expanded  and  pushed  as  rapidly  as 
possible. 

Summing  up  the  matter,  therefore,  I  am  anxious  to 
obtain  in  the  first  place  an  accurate  picture  or  estimate  of 
the  physical  possibilities  of  the  situation,  and  in  the  second 
place  an  accurate  appraisal  of  the  practicability  of  convert- 
ing these  possibilities  into  actualities.   It  is  my  sincere 
belief,  also  that  this  is  a  matter  of  very  large  Importance, 
perhaps,  to  the  individual  railroads  if  they  wish  their  in- 
dividualities to  be  preserved.   I  have  in  mind,  not  only  ter- 
minal unifications,  but  also  all  other  projects  looking  toward 
regional  coordination  of  railroads. 

■me  director  of  my  Section  of  Regional  Coordination, 
Mr.  V.  V.  Boatner,  thoroughly  understands  what  I  have  in  mind 
in  this  connection,  sympathizes  with  it,  and  knows  the  prac- 
tical measures  which  the  desired  survey  of  the  situation  re- 
quires.  He  is  working  energetically  toward  this  end,  and  I 
hope  and  believe  that  you  will  lend  him  a  full  and  generous 
measure  of  support. 


Joseph  B.  Eastman, 
Federal  Coordinator  of  Transportation 
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